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XaXDAY,  AUGUST  82,  1919. 

United  States  Senate, 

Subcommittee  on  Post  Offices  and  Post  Roads, 

WasMngtov,  D.  C. 

The  subcommittee  met,  pursuant  to  call,  at  10  o'clock  a.  m.,  to 
the  committee  room,  Capitol,  Senator  Thomas  Sterling,  presidmg. 

Present:  Senators  Sterling,  Gay,  Walsh  of  Massachusetts,  and 
Dial. 

Present  also  Hon.  Morris  Sheppard,  United  States  Senator  from 

Present  also,  John  B.  Alden,  Esq.,  of  Neslianic,  N.  J. 

Swator  Sterling.  Gentlemen  of  the  committee,  Senator  Edge, 
who  is  chainnan  of  this  subcommittee  to  consider  the  bill  (S.  1677) 
to  increase  the  utility  of  the  postal  savings  bank,  to  encourage  sav- 
ings among  the  people,  and  to  secure  the  largest  returns  for  such  sav- 
ings consistent  with  adequate  security,  was  unexpectedly  called  from 
the  city  and  requested  me  to  preside  at  the  meeting  of  the  subcom- 
mittee called  for  this  hour. 

(The  bill  is  here  printed  in  full:) 

8  A  BILL  To  increase  the  utility  of  the  postal  savings  bank,  to  encourage  savings  among  tba 

people,  and  to  secure  the  largest  returns  for  such  savings  consistent  with  adequate  security. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  Stales  of  America 
in  Congress  assembled,  That  the  short  title  of  this  act  shall  be  the  industrial  savingB 

act  •  • 

Sec  2  That  all  the  mwnbers  of  the  President's  Cabinet  shall,  ex  officio,  constitute 
a  board  of  trusteefl  for  the  admiiiisttmlioa  of  thia  act,  h^reiiu^  to  be  referred  to  as 

the  Industrial  Savini^  Board.  ,     .  ^    ^  £  ^x, 

Sec  3  That  for  the  ])roper  and  efficient  orgamzation  and  conduct  of  the  buameeB 
of  the  Industrial  Savings  Board,  it  shall  appoint  under  the  ruleB  <rf  the  Civil  Service 
CommiflBion  a  first  chief,  a  second  chief,  and  a  third  dnrf,  having  mich  powers  and 
duties  as  the  board  may  derignate;  also  such  other  assistants,  attorneys,  and  other 
employees  as  the  board  may  consider  necessary.  The  compensation  of  the  persons 
BO  appointed  and  other  expenses  of  operation  under  this  act  shall  be  such  as  the 
Industrial  Savings  Board  may  authorize,  and  shall  be  paid  from  tM  profits  of  the 

postal  savings  bank.  ,  i    .  i  ^x. 

Sec.  4.  That  the  Industrial  Savings  Board  shall,  as  soon  as  possible,  take  over  the 
control  of  the  existing  postal  saving  bank,  the  details  of  its  administration  to  continue 
in  connection  with  the  post  offices  throughout  the  country,  under  the  direct  super- 
vision of  the  Postmaster  General  acting  for  the  board. 

Sec.  5.  That  as  soon  as  arrangements  can  be  made  therefor,  every  post  office,  post- 
master, and  all  letter  carriers  and  other  post-office  employees  shall  hereatter  be  made 
to  serve  the  people  through  the  postal  sa^dngs  bank  as  they  now  serve  them  for  letters, 
money  orders,  registered  letters,  and  parcel  post,  without  limitation  as  to  amount  of 
deposits,  as  letters  and  parcels  are  without  limiUtion,  the  manner  of  sut^seryice 
b^ig  as  in  this  act  provided,  and  all  limitations  cm  the  amount  <rf  depoeitB  m  the 
poflS  savings  bank  are  hereby  removed.  ,  i  ■ 

Sec.  6.  That  postmasters  and  other  employees  m  the  service  of  the  postal  savings 
bank  at  the  time  of  the  transfer  of  said  bank  to  the  Industrial  Savings  Board  shall 
continue  in  office  until  it  is  found  from  experience  that  any  one  of  them  is  in^aent; 
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-when  8uch  employee  may  be  removed  according  to  rules  and  regulations  which  the 
board  flhall  establish,  with  the  approval  of  the  Civil  Service  Commission  and  the 
Baccessors  of  those  who  may  be  removed  shall  be  appointed  under  the  rules  of  the 

Civil  Service  Commission.  j  ■  i 

Sec  7.  That  of  the  funds  which  are  now  or  may  hereafter  be  deposited  mttiepOBtal 

saviims  bank  not  to  exceed  25  per  centum  of  the  balance  of  deposits  at  any  tune  may, 
in  the  discretion  of  the  Industrial  Sa\nngs  Board,  be  invested  in  the  bonds  of  the 
United  States,  bought  in  the  open  market  at  the  lowest  obtainable  price  or  bought  at 
such  price  from  the  Treasurer  of  the  United  States.  Any  portion  of  Mid  bmids  may 
in  the  discretion  of  the  board,  be  BOld  in  the  open  market  at  the  nicest  obtainable 
price  or  sold  to  the  United  States  Treasury  at  such  price.  In  times  of  war  the  bond 
investment  specified  mav  be  increased  in  any  amount  up  to  90  per  centum  ot  the 
balance  of  deposits,  and  the  rate  of  interest  on  bonds  increased  to  4  per  centum,  or  in 
the  discretion  of  the  Industrial  Savings  Board.  .    ,  ,  „  ,        ^       .  -^i. 

Sec  8  That  no  other  investment  of  the  funds  deposited  shall  be  made,  but,  witn 
the  exception  of  a  working  reserve,  the  amount  of  which  shall  be  determined  by  the 
Industrial  Savings  Board,  the  balance  of  the  funds  shall  be  loaned  at  the  highest 
obtainable  rate  of  interest  not  exceeding  5  per  centum  per  annum  on  what,^  m  the 
discretion  of  the  Industrial  Savings  Board,  is  considered  as  adequate  secunty,  m  man- 
ner as  follows  and  as  in  this  act  further  provided: 

(a)  Ptefwence  shall  be  given: 

(1)  To  small  loans  over  lai^e  loans. 

To  short-time  loans  over  long-time  loans. 
(3)  Tvoans  adequately  secured  by  readily  marketable  collateral  over  loans  on  real 
estate  or  other  less  readUy  marketable  secwity.  .  x:  . 

(b)  In  accordance  with  the  above,  the  board  shall,  from  tune  to  time,  hx  the  rate 
of  interest  to  be  charged  according  to  the  supply  of  and  demand  for  loanable  funds, 
the  profit  and  security  of  the  depositors  being  the  basis  of  decision. 

(c)  The  boiTower  shall  always  be  required  to  protect  the  market  value  of  his  col- 
lateral, as  is  customary  with  other  banks  makii^  wmilar  loans,  either  reducing  the 
loan,  or  piovidiM  additional  security  in  case  of  falling  market. 

Sbc.  9:  That  the  Industrial  Savings  Board  shall  give  clear  and  ample  publirity  to 
its  rulings  as  to  character  of  securities  required  for  loans  and  the  terms  ot  such  loans 

under  the  following  limitations:  *  ,t      j  a*  *  v«^j- 

(a)  Loans  not  to  exceed  95  per  centun  of  the  market  value  erf  United  States  bonus 

or  the  bonds  <rf  States.  ^       .  , 

fb)  Not  to  exceed  90  per  centum  of  the  market  value  ot  such  other  securities  as 
are  now  admissible  investments  under  the  existing  laws  of  New  York  or  Massachusetts 
for  savings  banks,  or  as  are  estimated  by  the  Industrial  Savings  Board  as  of  equivalent 

good  standing.  ,        ,       ,    ,    ^      ^  i.v  - 

(c)  Not  to  exceed  85  p^  centum  of  the  market  value  of  wheat,  cotton,  or  otner 
nonperiahable  products,  so  called,  in  safe,  adequately  insined  public  storage,  under 
r^ridations  as  the  board  may  prescribe.  ,     ,    ^  .  j 

(d)  Loans  against  marketable  collateral  shall  be  made  at  my  bank  of  issue  and 
redemption  provided  for  under  section  16  of  this  act,  in  acc(mbnce  with  rales  and 
regulations  made  by  the  Industrial  Savii:^  Board. 

Sbc  10  That  not  to  exceed  50  per  centum  of  the  deposits  m  hand  at  any  tune 
mav  be  loaned  for  such  length  of  time  as  the  Industrial  Sa\ings  Board  may  specify 
in  its  regulations,  and  with  or  without  amortization  payments,  as  the  borrower  may 
prefer  to  an  amount  not  to  exceed  one-half  the  appraised  value,  on  unwicumbered 
xesi  estate  in  States  and  Territories  where  laws  for  the  protection  of  creditors  are  by 
the  Industrial  Savings  Board  deemed  adequate  and  fair,  in  manner  as  follows: 

(a)  Through  any  national  bank,  or  other  incorporated  bank,  or  corporation  whose 
business  is  dealing  in  or  guaranteeing  real-estate  mortgages  and  which  is  subject  to 
the  examination  and  control  of  the  United  States  Treasury  or  of  the  banking  depart- 
ment of  any  Slate  whidi  in  the  estimation  of  the  Industrial  Savings  Board  adequately 
protects  depositors,  loans  may  be  made  to  an  amount  at  one  time  outstanding  not  to 
exceed  ten  times  the  capital  and  surplus  of  the  bank  or  corporation,  which  shall  be 
required  to  guarantee  the  prompt  payment  of  the  principal  and  interest  of  the  loans 
made  through  said  bank  or  corporation.  .  .      •  j.  * 

(b)  The  bank  or  corporation  shidl  be  entitied  to  a  commiflBOon  of  5  per  centum  ot 
<he  mterest  paid  on  such  loan  by  the  borrower,  or  such  less  per  centum  as  the  board 
mav  prescribe,  who  shall  not  be  subject  to  any  other  charge  except  the  necessary  ex- 
pense of  examination  of  title  and  drawing  papers,  which  charge  may  be  hx^ 

of  the  Industrial  Savings  Board,  all  terms  and  commissions  to  be  umfonu  tbroughout 
the  United  States. 
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Sec  11.  That  personal  loanswiBioutrequu'em^tol  collateral  security  by  the  poetal 
savings  bank  may  be  made  in  mann^  as  follows: 

faVThe  borroww  to  make  written  statement  showing  his  assets  and  liabilities^  the 
aiiSU  of  K^ft  to  exceed  $1,000:  the  length  of  time  wh  ch  shall  not  exceed  o^ 
^Xithe  purpose  for  which  the  loan  is  to  be  used  which  shaU  be  m  ac^or(W^ 
the  stated  purpose  of  tiiis  act,  which  statement  shall  be  attached  to  the  borrowerB 

^?S^he  prScipal  and  interest  of  the  loan  to  be  guaranteed  prompt  pa^^nent  by  a 
baS  or  comSn.  as  in  section  10  of  this  act,  which  shall  be  entitled  to  a  commis- 
S  of  5  pSTentum  of  the  interest  paid  thereon,  or  less  as  the  board  may  direct 
She  borrow^^^^  being  subject  to  no  othe?  charge,  and  the  total  of  sndi  ^o^^^  tune 
outstanding  not  to  exceed  five  times  tiie  capital  and  «Jirplus  of  tiie  guarimtor 

(c)  TleHmit  of  tiie  loans  specified  in  (a)  of  tins  section  if  after  two  years  tnal  is 
deemed  too  small  for  tiie  best  results,  may  be  extended  by  ^iie  board  fr^^^^ 
time  to  larger  specified  sums,  the  terms  to  be  uniform  throughout  tiieUm^^ 

Sec  12.  That  to  induce  the  largest  possible  sa^1ngs  and  serve  the  greatest  pa«we 
convenience  security,  and  economy  of  use  to  depomtoiB  and  to  the  postal  savings 
bSk^e  &SS^vings  Board  shall  cause  to  fceprepared  and  issued  certificates 
^d&orit  of  the  size  andform,  but  different  in  color  and  appearance,  of  customary 
bank  cuirency,  Uie  said  certificates  being  of  tiie  foUowing  tenor  and  in  manner 
indicated : 

^)^88ued:^^^  February,  March,  April,  May,  June,  July,  August,  September, 

October,  November,  December. 
Day:  1,  2,  3,  4,  5,  6,  7,  8,  9,  10,  11,  12,  13,  14,  15,  16,  17,  18.  19,  20,  2i,  Z^,  ^6, 

25  26  27  28  29  30  31 
The' UniW  states  i)ostkl  savings  bank  hM  recdved  fr^^ 

his  signature  or  not,  5she  pleaaS)  $10  (or  other  specified  sum)  and  will  pay  the  same, 
t«elOT  with  all  net  interest  earned  hereon,  the  interest  compounded  semiannually, 
o^urrender  hereof  properly  indorsed  If  no  signature  is  ^Vl?AS"tW  ii^^i^lS 
bearer.  Interest  shall  begin  on  the  first  day  of  the  montii  foJo'^S  ™^ 
by  cancellations  in  the  margin,  and  shall  terminate  the  l^t  day  of  the  montih  pro- 
cedine  payment,  alaoahaU  terminate  five  years  after  date  of  issue,  but  any  certificate 
may  at  any  tune  be  surrendered  in  exchange  for  a  new  issue  of  current  date. 
^Bued  and  payable  at  Washington,  District  of  Columbia,  but  procurable  or  cashable 
through  any  post  office  or  authorized  bank.  .  ^  .i        •k  «in 

(brCertificates  in  this  form  diall  be  issued  in  denominations  <rf  $1,       95,  HO, 
J50  $100  $1,000,  and  larger,  as  the  Industriid  Savings  Board  may  order. 

(c)  C&ficaTs'  Srila?%ut  bearing  no  interest,  duOl  be  issued  in  denominations 

''^d)  Toencou^ie  the  beginning  of  deposits,  and  also  serve  the  convenience 
who  desire  themin  preference  to  coin  money,  cobficates  payable  to  bearer,  mthout 
Stetest,  shaU  also  be  issued  in  denominations  of  5  cents,  10  cents,  25.cents,  and  50 
SntTof  Aw  and  ftmn  oniilar  to  United  States  fcactaonal  cuirency  issued  in  1862 

^?e/ An 'additional  form  of  certificate  of  deposit  of  similar  purport  to  (a)  shall  be  » 
registered  certificate,  issued  in  multiples  of  $100,  the  pnnapal  payable  at  any  tone 
on  surrender,  properly  indorsed,  the  interest  to  be  remitted  semianniMly,  all  deta^s^ 
deluding  maMer  of  legifltrartioii,  being  accoidiug  to  legulationB  of  the  Industrial 

Savings  Board.  ,  .  ^  ,  „  «# 

(f)  Simple  printed  instructions  for  theu:  use  may  appear  on  the  front  ot  bacK  M 

each  of  the  various  certificates.  .  •  j-    *  j     a  " 

(g)  These  cerificates  shaU  not  be  legal  tender  nor  in  any  way  indicated  as  money, 
but  may  pass  from  hand  to  hand  by  mutual  agEeemeat  as  is  don©  in  the  case  of  cer- 
tified" or  other  bank  checks.  .  , 

(h)  Checkins;  accounts  may  also  be  permitted  by  depositor  who  cairy  average 
balance  over  $500  at  cities  designated  and  in  aocoidanee  jnth 

loduatanl  Savings  Board,  intt^  on  daily  baknces  to  be  pwd  on  otcJi  accounto 

""aSriSniat  the  Secretary  of  the  Treasury  is  authorized  hereafter  to  deposit  any 
money  in  the  Treasury,  in  the  postal  savings  bank  (without  requiring  secunty  ti^er^ 
for)  as  he  does  in  other  banks  of^ deposit,  and  shall,  so  to  as  Vf^f^^J^J^^^ 
diBburaements  from  the  Twasory  m  the  form  of  certificatea  of  depooA  m  the  poBlal 
aavings  bank,  provided  this  method  is  acceptable  to  payee.  •  *.  j_ 

SEd.  14.  That  all  banks  in  the  United  States  may  hereafter  deposit  their  fun^ 
in  the  postal  savings  bank,  and  certificates  of  deposit  issued  therefor  may  be  counted 
as  part  of  their  legal  reserve. 


Sec,  15.  That  at  the  county  seat  of  every  county  in  the  United  StateSj  or  similar 
civil  diviflionB  otiberwiee  called,  and  in  such  other  cities  as  the  Industnal  Savings 
Board  may  select,  post  offices  shall  be  des^nated  by  the  Inditfteial  Savitig»  Boam 
as  postal  savings  banks  of  issue  and  redemptioB. 

(a)  Such  bank  of  issue  and  redemption  shall  issue  and  record  as  required  by  the 
Industrial  Savings  Board  certificates  of  deposit  as  described  in  section  12  hereof,  in 
exchange  for  bankable  funds  as  per  r^ulations  made  by  aaid  board,  and  may  redeem 

aie  same,  whether  issued  by  itom  or  by  other  smdlar  banks  of  issue  and  redemption, 
ther  in  money  or  in  new  certificates  of  deposit,  as  the  applicant  may  desire. 
(h)  Each  depositor  in  said  banks  shall  record  his  signature  and  address  in  duplicate 
with  the  bank  on  a  record  provided,  as  is  customary  in  commercial  banks,  so 
indorsement  of  signatures  on  banks  of  certificates  may  be  verified  when  desired. 

(c)  These  banlffi  of  issue  and  redemption  shall  supply  minor  poet  offices  in  fhfSx 
region,  and  letter  carriers,  with  &cflitie6  for  serving  aU  who  desire  to  do  busmees 
the  postal  saAongs  bank,  requiring  such  security  aB  may  be  n.acilillfliy  fBO»  Hk^fif^ 
handling  the  funds  of  the  bank  or  its  patrons. 

Sec.  16.  That  the  Industrial  Savings  Board  shall  designate  twelve  or  more  districts 
coYering  the  United  States  in  a  central  city  of  each  of  which  it  aball  cause  to  be  organ- 
ized a  totrict  bank  which  shall  act  as  clearing  and  rea^e  banks  iox  all  the  hauks 
of  issue  and  redemption  within  the  district,  m  acoecdance  mka  aod  xcgolatUiQi 
of  the  Industrial  Savings  Board. 

Sec.  17.  That  the  Industrial  Savings  Board  shall  further  cause  to  be  organized  in 
the  city  of  Wadiington,  District  of  Columbia,  in  the  Post  Office  Department,  a  national 
cttitral  postal  savings  banlr,  which  shall  act  as  clearing  and  reserve  bank  for  the  twelve 
district  banks,  and  may  have  direct  dealings  with  and  oversight  of  all  the  COW^ 
banks  of  issue  and  redemption  as  the  Industrial  Savings  Board  shall  order. 

Sec.  18.  That  every  smaller  post  office  and  every  letter  carrier  may,  in  accordance 
with  regulations  made  by  the  Industrial  Sayings  Board  (adequate  bonds  for  safety 
being  required  as  convenient)  keep  in  hand  limited  amoimts  of  certificates  of  deposit, 
secured  from  the  local  coimty  banks  of  issue  and  redemption,  to  be  given  to  known 
applicants  in  exchange  for  bankable  funds  to  be  forwarded  to  the  county  bank  of 
issue  and  redemption,  and  may  also  redeem  small  certificates  of  deposit  as  they  can 
conveniently.  Such  post  offices  and  letter  carriers  shall  also  give  proper  receipts  to 
any  applicant  for  bankable  funds  or  for  certificates  of  deposit,  to  be  »ent  to  the  county 
bank  of  issue  and  redemption  to  be  exchanged  for  money  or  other  certificates  of  deposit, 
and  deliver  the  same  to  said  ^ptlcaat  in  eciebftQge  1^  Hbm  Qim  wmpt  origm^y 
given  to  the  applicant. 

Sec.  10.  That  each  coimty  bank  of  issue  and  redemption  and  each  district  bank 
fsbBH  keep  in  hand  such  working  bidance  as  the  Industrial  Savings  Board  shall  direct, 
the  county  banks  forwarding  any  surplus  to  its  district  bank,  and  the  district  bank 
any  surplus  to  the  national  central  bank,  and  each  of  said  banks  shall  make  loans  as 
authorized  by  the  Industrial  Savii^  Board,  the  county  bank  drawing^  for  funds 
when  deemed  necessary  on  its  district  bank  and  the  district  bank  drawing  on  the 
national  central  bank  as  the  Industiial  Savings  Board  may  direct. 

Sbc.  20,  That  existing  savings  and  other  banks  in  the  United  States  which  d^i0. 
and  will  submit  to  satisfactory  examination  and  supervision  of  the  Industrial  Savings 
Board  and  are  found  of  standing  satisfactory  to  the  board,  may  be  made  agents  of  the 
postal  savings  bank,  to  receive  depoaits  and  pay  certificates  in  accordance  with 
re^fulations  made  by  the  board,  and  shall  be  aUowed  as  compensation  for  such  service 
a  commsedon  to  be  autibiorized  by  the  board  and  not  to  exceed  5  per  centimi  of  the 
net  earnings  of  the  deposits,  for  which  roistered  certificates  (only)  are  issued,  which 
said  existing  bank  secures  through  its  agency,  such  comwlaaions  to  he  uoifocm  thcougbr 
out  the  United  States. 

Sec.  21.  That  in  lieu  of  the  principal  of  amortization  (which  may  be  applied 
when  the  borrower  desires)  loans  secured  by  real  estate  or  other  ooUatend  may  be 
made  as  foUowa: 

The  mortgage  or  other  paper  shall  be  drawn  to  secure  any  sum  due  from  the  bor- 
rower not  exceeding  the  amount  named  therein  for  any  time  not  longer  than  the 
longest  time  therein  specified,  the  borrower  thus  being  permitted  to  adjust  the  amount 
of  his  loan  from  time  to  time  according  to  his  needs  and  opportunities. 

Sbc.  2^.  That  the  Industrial  Savings  Board  aball  test  the  safety  and  practicability 
of  making  small  and  short-time  loans  to  farmers  and  other  producers  m  manner  aei 
follows,  and  in  accord^jiQO  vith  Quch  other  r^^ations  as  may  be  exte^ded  to  mmg 
or  all  other  counties. 

(a)  After  the  total  balance  of  deposits  in  the  postal  savings  bank  ahall  have  readied 
tibe  sum  of  not  less  than  $1,000,000,000.  *  .    tt  ■  j 

(b)  The  board  shall  select  not  to  exceed  ten  counties  in  various  parts  of  the  United 
Stfttas  to  malEe  tdallar  a  peiiod  of  not  less  than  one  year,  after  which  time,  if  in  the 
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opinion  of  the  board  the  plan  is  successful,  Uie  method  may  be  extended  to  many  « 

all  other  counties.  „       ,  x  ^ 

(c)  All  persons  desiring  to  borrow,  without  callateral  security,  any  sum  not  to 
exceed  $500  for  a  time  not  to  exceed  one  year,  eacli  shall  make  a  statement  8ho>jing 
the  amount  of  his  assets  and  liabilities  vdth  their  nature,  in  form  and  manner  specified 
by  the  board,  the  amount  of  the  loan  desired,  its  lei^  of  time,  and  the  purpose  for 
^ch  it  is  to  be  used ,  in  accordance  tri&  this  act*  n^k^  statemeiit  ahall  be  ajttaehea 
to  the  applicant's  negotiable  note.  * 

(d)  These  applications  shall  be  referred  for  approval  or  rejection  to  a  committee  ot 
three  perams  elected  by  the  applicants  for  such  loans  witliin  the  county ,  and  also  to  a 
committee  of  three  persons  elected  by  the  depositors  in  the  postal  savings  bank  wil^ 
t^e  county  holtog  r^iistered  certificates  in  manner  pro\^ded  as  follows:  Loans  to  be 
lOlowed  must  be  approved  bv  not  less  than  two-thirds  of  the  M-eisrht  of  vote  of  each 
committee  and  also  apjaoveil  by  one  ox  more  experts  appointed  by  the  Industrial 

Savings  Board.  ^ 

(e)  The  two  said  committees  to  be  elected  m  manner  as  ioIIowb:  The  poscoaaaier 
to  prepare  printed  ballots  and  send  the  same  with  return  envelope  to  each  applicant 
for  loan,  and  to  each  depositor  in  the  county  bank  of  issue  and  tf^demption  ha^^ng 
then,  and  three  months  previously,  outstanding  registered  certificates  of  deposit^ 
Each  such  elector,  applicant,  or  depositor,  shall  be  entitled  to  three  votes,  which 
he  may  cast  for  three,  two,  or  one  person  or  persons  of  his  choice.  The  person  or 
persons  so  chosen,  each  having  weight  of  vote  acc(»ding  to  the  number  of  votes  by 
which  he  is  dioeen,  shall  upon  notice  of  the  postmaster  meet  and  choose  three  of  their 
number  to  act  as  the  committee,  such  electors  Imlloting  repeatedly  as  may  be  neces- 
sarv  to  reduce  the  number  to  three.  The  committee  having  been  thus  elected, 
each  member  shall  have  weight  of  vote  according  to  the  cumulative  number  of  votes 

by  which  he  is  chosen.  ,  -     ±  - 

(f)  The  membeiB  of  the  committee  chosen  shall  have  compensation  for  ser\aces 
in  passing  on  loans  at  the  rate  of  20  cents  an  hour,  the  time  to  be  ^proved  by  the 

countv  seat  postmaster.  ,     ,     ,  x- 

M  'Applicants  whose  loans  are  accepted  shall  give  the  bank  n^tiable  notm 
for  "the  amounts  and  time  approved,  the  same  to  be  discounted  by  the  bank  at  10 
per  cent  per  annum,  the  applicant  being  given  the  proceeds  less  his  pro  rata  of  all 
expense  of  passing  on  the  loans.  After  the  end  of  one  year,  when  all  of  the  loans  shall 
have  matured,  anv  profits  to  the  bank  on  the  total  of  the  loans  in  excess  of  5  per  cent 
per  annum  shall  be  paid  as  provided  by  the  board  in  rebate  to  those  whose  loans 
shall  have  been  promptly  and  fully  paid,  so  that  the  net  cost  of  the  Icm  to  thebcHTO  wer 
may  possibly  be  reduced  to  approximately  the  same  as  the  interest  late  on  eecoied 

(h)'lf  after  ample  test  such  method  of  loaning  is  found  safe  and  profitable  the 
amount  to  be  loaned  to  each  applicant  may  he  increased  beyond  $500  the  increase  to 
be  uniform  throughout  the  United  States  and  not  to  exceed  $1,000  If  some  coun^es 
prove  to  be  habitually  unprofitable  while  otii^r  coimties  prove  habitually  profit^e, 
aie  board  may  wiHihold,  temporarily,  ot  Igi^,  permission  to  make  such  loam  itom 
the  unprofitable  counties.   

Sec.  23.  That  commercial  and  savinijs  l)anks  may  make  depoBite  in  and  draw  upon 
county  banks  of  issue  and  redemption  to  such  extent  as  such  coimty  banks  may  be 
able  conveniently  to  serve  them,  but  may,  wiHiout  limitation,  deal  direct  w-ith  the 
district  banks  and  national  central  bank  as  per  regulations  of  industnal  savings 
board,  and  certificates  of  deposit  in  the  postal  savings  bank  may  be  counted  bs  part 
of  the  legal  reserve  of  all  depositin^:  hanks.  ,     .      ,  *    xv  i 

Sec  24.  That  the  board  shall  cause  to  be  prepared  and  prmted  for  the  geneaul 
public  simple  tables  showing  the  value  of  $10  or  larger  sums  of  compound^  mtereet 
for  days,  months,  and  yeaiM  at  various  rates  of  intawt,  such  as  wdl  be  us^  to  de- 

^^Ec'^'25  That  needless  and  expensi^•e  records  and  statistics  stall  be  avoided,  ])ut 
the  board  shall  provide  for  such  as  may  materially  serve  the  interests  of  depositors^ 
enable  the  board  to  annually  report  to  Congress  such  information  and  recomm^da- 
tions  as  may  be  of  B«vice  to  Congress. 

Sec  26  That  to  the  extent  that  the  mails  shall  be  used  in  facihtatins?  the  business 
of  the  postal  savings  bank,  either  bv  the  Imnk  itself  or  by  its  patrons,  the  board  shall 
provide  special  stamps  for  free  use  of  the  mails,  keeping  records  so  that  appro^unat^y 
the  actual  cost  o  isuch  postal  service  shall  be  paid  by  the  postal  savmgs  hank  to  the 
Post  Office  Department. 

Sec.  27.  That  the  sum  of  $1,000,000  is  hereby  appropriated  for  any  necessary  ex- 
pense, in  the  dis  retion  of  the  board,  in  the  rapid  development  of  the  postal  siivings 
bank,  the  sum  used  to  be  considered  only  as  aja  advance  and  to  be  regaid  to  tlie  Ireaa- 
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Wtj^  vil}!  interest  thereon  at  3  per  centum  per  annum  from  the  profits  of  the  postal 
savings  bank,  which  is  to  be  n^ule  selfHsustaining  without  subsidy  or  other  chaige 
against  taxpayers. 

Skc.  28.  l%at  all  proviraons  of  an  act  to  establish  postal  saviiigs,  and  so  forth,  ap« 
proved  June  25,  1910,  and  of  amendments  thereto  not  inconsistent  with  the  present 
act  shall  continue  in  force,  and  all  other  provisions  are  hereby  modified  ox  repealed, 
as  are  all  other  acts  of  Congress  inconsistent  herewith. 

Sec,  29.  That  to  the  extent  that  certificates  of  deposit  in  postal  sayings  banks  crowd 
cyat  of  use  fmns  of  pap^  money  now  in  use,  causing  the  aepreciation  of  the  market 
pike  of  bonds  of  the  United  States  used  to  secure  their  circulation,  below  par,  the 
Treasurer  of  the  United  States  shall  pxu-chase  or  redeem  such  bonds  at  par  issuing,  so 
far  as  may  be  necessary  to  do  so,  other  bonds  of  the  United  States  bearing  higher  rate 
of  interest  and  marketable  at  or  above  par. 

Senator  Sterling.  The  author  of  the  bill,  Senator  Sheppaxd,  is 
present  now,  and  we  shall  be  glad  to  hear  from  him. 

Senator  Sheppard,  Mr.  Chairman,  I  desire  to  present  Mr.  John  B. 
Alden,  of  Neshanic,  N.  J.,  who  has  canceived  the  plaa  and  piiaciple 
involved  in  this  bill. 

Senator  Sterling.  Shall  we  hear  from  yon  first,  Senator  Sheppard  ? 

Senator  Sheppard.  1  will  at  least  begin  the  discussion  of  the  bill, 
with  the  permission  of  the  committee.  In  tlie  first  place,  I  desire  to 
thank  the  committee  for  its  courtesy  in  offering  us  this  hearing. 

The  bill  which  we  have  asked  you  to  consider  is  S.  1677,  to  increase 
the  utility  of  the  postal  savings  bank,  to  encourage  savings  among  the 
people,  and  to  secure  the  largest  returns  for  such  savings  consistent 
with  adequate  security.  The  title  expresses  with  accuracy  the  prin- 
cipal object  of  the  measure.  We  think  that  an  agency  like  the  postal 
savings  bank  ought  to  be  utilized  to  the  largest  extent  possible  where 
it  can  be  utilized  consistwUy  with  tJie  principles  of  sound  business 
dealings. 

The  object  of  the  bill,  furthermore,  is  to  establish  an  independent 
reservoir  of  capital  that  will  be  available  for  the  commerce  of  the 
country  on  equal  terms  and  practically  at  cost  to  banks  as  well  as 
individuals.  At  the  present  time  nearly  $2,000,000,000  are  scattered 
around  the  coimtry  in  the  hiding  places,  in  the  pockets  of  the  people, 
in  hidden  receptacles,  bureau  drawers,  etc.,  not  mobilized  by  our 
present  banking  system,  admirable  as  it  is.  As  the  members  of  the 
committee  know,  every  dollar  that  is  deposited  in  a  bank,  through 
the  machinery  of  that  bank  is  put  into  the  commerce  of  the  country 
and  adds  that  much  to  the  development  of  the  country.  At  the 
present  tune  nearly  $2,000^00,000  are  lying  idle  because  outside  of 
the  banks. 

Senator  Steirling.  How  do  you  arrive  at  those  figures  ? 

Senator  Sheppakd.  By  the  report  of  the  Comptroller  of  the  Cur- 
rency. The  report  of  the  Comptroller  of  the  Currency  shows  the 
amount  of  money  in  the  coimtry  and  also  shows  the  amount  of  money 
in  the  banks  and  the  trust  companies.  In  that  way  we  are  enabled 
to  arrive  at  the  exact  figures  as  to  the  amount  oi  money  not  yet 
mobilized  by  the  banks. 

Senator  DiAii.  Necessarily  there  wiU  be  a  great  deal  ot  money  in 
the  coxmtry  not  in  banks. 

Senator  Sheppard.  Yes;  there  has  been  before,  but  the  banks  are 
anxious  to  get  all  that  money  into  the  channels  of  business. 

Senator  Dial.  Naturally  there  is  a  great  deal  of  money  in  the 
pockete  of  the  people,  necessarily  used  in  the  transaction  of  ihmr 
small  personal  or  lyosdness  mqpemm. 
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Senator  Sheppard.  The  great  volume  of  business  of  the  country  is 
done  by  checks.  So  far  as  actual  money  is  concerned,  as  the  members 
of  the  committee  know,  it  is  very  limited  in  comparison  with  the  total 
volume  of  credits  and  business.  This  large  amount  of  money  of 
which  I  speak  is  in  the  hiding  places  mostly. 

Senator  Sterling.  Would  you  say,  then,  that  $2,000,000,000  were 
hoarded  outside  of  the  banks  ?  .  . 

Senator  Sheppard.  Why,  yes;  that  is  the  fact,  and  really  it  is 
a  reflection  on  our  system  of  finance  that  we  have  not  been  able  to 
develop  the  means  of  utilizing  that  money  and  mobilizing  it  for  the 
benefit  of  the  country. 

I  want  to  call  attention  to  this  further  fact,  that  the  postal  savings 
bank,  as  it  now  exists,  has  mobilized  about  S130,000,000  or  $140,000,- 
000  of  money  which  never  would  have  reached  the  ordinary  banks. 

Is  that  about  the  correct  amount? 

Mr.  Alden.  It  is  about  -SI 40,000,000  now. 

Senator  Sheppard.  The  postal  bank  at  present  pays  only  2  per  cent 
on  the  monev;  it  lets  the  bunks  have  it  for  2J  per  cent,  and  the  banks 
then  lend  it  at  anywhere  from  8  to  10  or  12  ]^or  cent.  These  peojile 
whose  monev  is  deposited  in  the  postal  savings  bank  are  entitled 
to  the  rates  of  interest  which  that  money  would  earn  on  safe  security. 
Mutual  savings  banks  of  Massachusetts  and  Xe\v  YorK,  for  instance, 
earn  about  4  per  cent,  and  they  earn  it  on  absolutely  safe  securities. 
They  earn  it  on  securities  defined  by  the  laws  governing  those  banks. 

Senator  Gay,  Are  those  loans  guaranteed? 

Senator  Sheppard.  Under  the  laws  of  Massachusetts,  New  York, 
and  other  States  tnat  have  tliesc  sa\ings  bank  systems,  the  securi- 
ties upon  which  the  money  shall  be  loaned  are  prescribed,  for  instance, 
Government  bonds  and,  in  Massachusetts,  the  bonds  of  certam  rail- 
roads, I  believe.    Am  I  correct  in  that,  Mr.  Alden? 

Mr.  Alden.  I  am  not  very  familiar  with  the  details. 

Senator  Sheppard.  At  any  rate,  that  is  the  principle.  My  idea 
is  that  it  is  perfectly  safe  to  prescribe  securities  ])v  law,  as  is  done  in 
Massachusetts^,  and"  yet  get  a  return  of  4  per  cent.  As  it  is  now, 
money  in  postal  savings  banlvs  never  brings  more  than  2  per  cent,  so 
far  as  the  depositors  are  coacemed. 

Senator  Walsh.  Do  tney  l^an  on  real  estate? 

Senator  Sheppard.  Yes";  that  is  prescribed  as  within  the  law. 

Senator  Walsh.  The  rate  of  interest  is  much  more  than  4  per  cent 
to  the  bauKs? 

Senator  SHEPPAnn.  Exactly;  and  that  simply  empnasizes  my 
position. 

Senator  Walsh.  Are  they  limited  with  reference  to  the  kmd  of 
seourities  in  which  thev  can  iiivest  ^ 

Senator  Sheppard.  That  is  the  point  I  am  making,  exactly,  that 
it  is  possible  hj  law  to  define  securities  upon  which  money  can  be 
loaned,  so  it  will  be  an  automatic  proposition  and  so  there  will  be 
no  danger  in  so  far  as  repayment  of  the  loans  is  concerned,  and  yet 
obtain  for  the  people  twice  the  interest  that  they  are  now^  getting. 
We  say  it  is  unfair  to  this  great  Government  to  allow  banks  to  have 
that  money  by  putting  up  securities  when  nobody  else  can  put  up 
th  same  security  and  get  the  money. 

Sena  or  Dial.  Would  it  not  be  unfair  to  the  banking  business? 
Wanld  it  not  inteif  eire  with  tiie  banking  business  a  great  deal  I 
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Senator  Sheppard.  It  would  not,  for  this  reason:  Banks  them- 
selves have  not  been  able  to  reach  this  money  at  all.  People  who 
have  the  money  outside  of  the  banks  now  fear  the  banks. 

Senator  Dial.  Would  this  encourage  people  to  ti^e  money  out 
of  the  banks  and  put  it  into  postal  savings  banks  ? 

Senator  Sheppard.  The  man  who  puts  his  money  into  the  banks 
for  commercial  purposes  is  generally  getting  more  on  that  money 
than  he  would  get  if  it  were  deposited  in  the  savings  bank. 

Senator  Sterling.  There  can  be  jolo  real  occasion  for  feaa:  of  the 
banks  now,  can  there  ? 

Senator  Sheppard.  No;  I  do  not  see  how  thero  cm  be;  neverthe- 
less, many  people  fear  them. 

Senator  Stebldtg.  Und^  present  conditioos  it  seems  to  me  there 
should  be  no  fear. 

Senator  Sheppard.  That  is  true,  but  you  notice  we  establish  or 
propose  to  establish  this  postal  savings  'bank  mainly  to  get  money 
that  would  not  reach  the  ordinary  bank  under  ordinary  circumstances. 
People  from  other  countries  who  have  been  accustom^ed  to  depositing 
their  money  with  the  Government  would  not  put  the  money  in 
private  banks.  Th&te  was  a  bank  failifre  in  Pennsylvania  just  the 
other  day  which,  among  the  people,  would  tend  to  establish  a  fear  and 
d^trust  of  the  private  banking  system  in  that  whole  section.  The 
result  ia  that  many  people  withhold  their  small  amounts.  Then, 
figain,  a  man  with  a  small  amount  of  money  does  not  feel  welcome  in 
a  big  banL  The  larger  banks  do  not  encourage  small  deposits. 
You  have  to  present  credentials  to  become  depositors,  for  example, 
in  the  National  City  Bank.  You  have  to  show  you  are  a  proper 
parson  before  they  will  even  accept  your  money. 

Senator  Dial.  We  have  the  postal  savings  bank,  we  have  the 
national  banks,  we  have  the  State  banks,  and  we  have  the  land  loan 
banks,  and  we  now  have  Government  bonds.  We  have  those  Gov- 
eimment  bonds  in  small  denominatioi]^  so  that  the  individual  may 
buy  them,  and  they  are  much  more  popular  now  than  thev  used  to  be. 
The  question  arises  in  mj  mind  wnetner  we  ha^e  not  about  enough 
institutions  for  the  deposit  of  the  money  of  the  people  of  the  country. 

Senator  Sheppard.  The  answer  to  that  is  that  there  ia  still  about 
two  billions  of  dollars  which  the  banks  do  not  reach. 

Senator  Dial.  There  is,  of  course,  a  comdderable  amount  in  the 
poeketa  of  the  people.  I  have  a  little  in  my  own  pocket  right  now. 
Everyone  is  obligea  to  carry  a  litUe  cash  about  his  person  for  poBonal 
and  in<^dental  expenses. 

Senator  Shkfpabd.  That  is  true,  but  that  is  not  a  drop  in  the 
biK^et;  95  per  eent  of  the  business  of  the  eounliy  is  done 
checks. 

Senator  Dial.  I  imderstand  tiiat,  too.  I  check  right  duiply 
myself. 

Sffliator  Shsfpasd.  I  have  no  doubt  you  do.  The  actual  money 
^lat  you  handle  would  probably  not  be  o^e^^th  id  1  per  em%  ol 
your  entire  finandal  feransactions. 

Further,  let  me  add  right  here  that  we  provide  a  system  in  this 
proposed  bill  by  whidi  a  man's  money  can  be  put  in  the  bank  and 
a  system  of  checks  established,  by  which  the  checks  aro  used  instead 
of  the  money.  We  think  that  is  an  additional  convenience  which 
we  will  come  to  later  in  the  dbcussioB  of  the  biU|  althou^  we  do 
not  require  it  as  essential  to  the  ^tem. 


Senator  Dial.  The  problem  is,  of  course,  to  get  the  money  out  of 
the  pockets,  into  the  banks,  and  into  dtrculation,  get  it  from 
the  hearth  and  out  of  the  stocking  and  out  of  the  wd  teapot.  That 
is  essential,  of  course.  The  question  is,  whether  the  plan  proposed 
in  this  bill  is  the  right  one.  I  am,  however,  open  to  convictKW.  I 
am  a  president  of  a  bank  and  have  been  in  the  banking  busmeas  all 
my  life  and  am  interested  in  them.  A  question  in  my  mind  is 
whether  this  will  not  tend  to  hurt  the  banks.  Have  not  the  banks 
done,  and  are  they  not  doing,  and  will  they  not  do  a  tremendoos 
amount  of  gratuitous  work  for  the  Government?  For  instances  m 
the  placing  of  these  Liberty  bonds  hi  the  last  few  years  we  have  had 
one  man  out  of  my  little  institution,  small  as  we  are  up  there  in  the 
country,  who  gives  all  his  time  to  attending  to  the  matter  al  these 
Liberty  and  Victory  bonds.  We  are  taking  care  of  those  without 
any  charge. 

Senator  Sheppard.  The  answer  to  that  is  that  the  people  that 
this  postal  savings  bank  will  reach  are  people  who  will  not,  as  a  rule, 
deal  with  the  commercial  banks  throughout  the  country,  especially 
in  the  cities. 

Senator  Dial.  It  might  be  in  cities,  but  I  do  not  think  that  would 
apply  in  the  country.  There  we  know  the  people  personally,  we  come 
into  close  personal  contact  with  them,  while  in  the  cities  they  do  not. 
In  the  larger  cities  you  may  not  know  your  men  at  all. 

Senator  Sheppard.  The  personal  element  is  another  reason  why 
they  would  not  go  to  the  postal  savings  bank.  Many  of  them  w(rald 
still  continue  to  do  business  with  you  or  with  the  small  country  bank^. 
It  would  be  the  element  which  jon  do  not  reach  personally  that  would 
deal  with  the  Government,  because  they  have  unlimited  confidence 
in  the  Government. 

Senator  Dial.  I  do  not  believe  in  the  Government  gomg  into  any 
business  which  it  is  the  province  of  the  citizen  to  conduct,  and  who 
can  conduct  it  just  as  well  as  the  Government  and  just  as  economi- 
cally. We  had  a  failure  in  my  own  home  town  when  I  was  a  boy, 
which  I  can  just  remember,  that  shook  the  confidence  of  the  older 
people  and  some  of  them  have  never  gotten  over  it  yet.  We  had  a 
hard  time  with  the  banks  down  there  after  that  time.  What  I  am 
afraid  of  is  that  there  are  too  many  enterprises  or  too  many  places  to 
deposit  money,  and  stock  in  the  banks  will  grow  less  remunerative. 

Senator  Sheppakd.  We  already  have  this  system  to  the  extent  of 
$140,000,000,  and  that  $140,000,000  has  not  interfered  with  the  banks. 
This  system  provides  the  banks  a  means  for  the  utilization  of  this 
money  as  well  as  anybody  else.  It  would  give  them  more  money  to 
handle.  Mr.  Alden  has  figured  it  out  to  show  that  the  bank  would 
have  more  money  by  virtue  of  havmg  this  independent  reservoir  to 
draw  on  instead  of  having  to  appeal  sometimes  to  conmiercial  centers 
or  to  private  institutions  of  the  commercial  center  for  funds  with  which 
to  operate  and  having  to  meet  their  terms.  Tliis  gives  them  an 
independent  reservoir  to  draw  on  and  would  serve  as  a  check  agamst 
high  rates  of  uiterest. 

Senator  SxERHNa.  Your  idea  is  that  the  depositor  will  get  a  larger 

rate  of  interest  ? 

Senator  Sheppard.  That  is  true  also.    He  gets  2  per  cent  now. 

Senator  Sterling.  The  postal  saving  bank  places  it  with  the  banks 
at  2i  per  cent,  and  your  claim  is  that  the  banks  will  get  6  or  7,  or  ev 
8  to  lOper  centi 
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Senator  Sheppabd.  Yes;  and  that  is  the  unfairness  of  the  present 

system.  » .  ,    ■•     ■,  'h  u 

Senator  Sterling.  What  rate  do  you  think  the  depositor  wiU  be 

Senator  Sheppard.  Mr.  Alden  has  made  quite  a  study  of  that  propo- 
sition, and  I  would  say  at  least  4  per  cent.  j     i  « 

Senator  Sterling.  You  would  have  a  billion  and  a  haJf  or  two 
billions  more  money  available  for  loans  ? 

Senator  Sheppard.  That  is  true. 

Senator  Sterling.  That  would  bring  down  the  rate  of  interest  a 
little,  would  it  not?  . 

Senator  Sheppard.  It  would.  It  would  regulate  and  stabilize  it, 
but  it  would  also  increase  the  volume  of  business.  I  do  not  think  it 
would  affect  profits  at  all.  .    ^^     t  *  * 

Mr.  Alden.  When  you  reduced  the  price  of  cahco  from  25  cents  to 
5  cents  a  yard,  did  not  the  country  prosper  more— usmg  that  as  an 

illustration?  ,    ,    •     j.  ^     j  -i. 

Senator  Sheppard.  Let  me  say  that  on  the  basis  of  the  deposits 
developed  bv  countries  that  have  this  system,  we  could  expect  to 
have  in  our  postal  savings  bank  through  this  system  and  the  multi-  • 
phcation  of  loans,  which  vou  understand  how  the  banks  handle, 
deposits  of  forty  billions  of  dollars  or  more  in  this  Government  system. 

Senator  Dial.  I  do  not  say  it  is  not  all  right,  but  I  am  trying  to 

find  the  necessitv  for  it.  . 

Senator  Sheppard.  I  am  very  glad  indeed  that  you  are  asking  these 
questions,  Senator  Dial.  I  think  the  fundamental  necessity  for  it 
is  the  fact  that,  magnificent  as  our  banking  system  is,  it  has  not  mobil- 
ized the  funds  of  the  country  that  would  otherwise  be  available  for 
its  busine'^s.  The  banks  would  enjoy  just  as  much  business  and  pros- 
perity, because  the  bill  provides  that  the  banks  shall  have  access  to 
ais  money  just  as  well  as  individuals  by  paving  a  small  commission. 

Senator  Gay.  Does  there  seem  to  be  any  demand  for  such  an  insti- 
tution?   Has  the  bill  been  pretty  well  discussed  in  various  places 

throughout  the  country  ?  ,  .  -,      •     ^    a     ■  t 

Mr.  Alden.  We  can  not  get  discussion.    This  hearing  to-day  is  tor 

the  purpose  of  starting  the  discussion.    We  can  not  get  it  otherwise. 
Senator  Gay.  Has  there  been  any  effort  to  prevent  consideration 

of  the  proposed  measure  ?  ■  .   .  ^-u 

Mr.  AiJ)BN.  I  have  written  papers  contmually,  but  they  very 

seldom  print  anything.  ,  •  i- 

Senator  Gay.  Do  you  judge  from  that  that  they  are  not  m  iavor 

of  such  a  plan?  ^  •  i        ^  n 

Mr.  Alden.  I  can  not  even  find  that  they  read  it  or  consider  it  at  all. 
Senator  G\y.  Would  this  be  a  remunerative  scheme  for  the  Gov- 
ernment of  the  United  States  ?   Would  the  Government  benefit  from 

it  in  any  way?  ^.         .  .    .^  * 

Mr.  Alden.  We  will  reduce  the  rate  of  interest  to  the  Government 
very  inateriaUy.-  There  is  no  reason  at  all,  I  think,  why  the  Govern- 
ment should  pay  over  4  per  cent  for  all  the  money  it  wants  and  we 
undertake  directly  to  get  at  least  eight  or  ten  bilhons  of  doUars  at  6 
per  cent. 
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Senator  Gay.  Have  you  sounded  any  Government  ofl&cials  with 
reference  to  the  bill  f  Not  that  they  would  control  m©  at  all,  how- 

Senator  Sheppard  (interposing).  I  think  the  bill  was  referred  to 
the  department,  but  I  do  not  know  whether  their  report  is  here  or  not« 

Senator  Gat.  To  which  department  do  you  refer  ? 

Senator  Sheppabd.  To  the  Post  Ofl&ce  Department. 

Senator  SxBELiNa.  My  attention  has  not  been  called  to  any  report. 

Senator  Sheppabd.  Amajority  of  the  people  to  whom  I  have  spoken 
of  the  plan  and  who  have  made  a  stady  of  it  have  favored  it. 

Senator  Gay.  I  am  merely  trying  to  find  out  what  discussion 
there  has  been  of  the  measure  and  wlwther  or  not  it  seems  to  meet  ^ 
approval  of  the  business  people  of  the  country. 

Senator  Sheppabd.  One  oi  the  leading  business  men  in  the  coun- 
try, a  noted  economist  and  financial  writer,  of  whom  you  undoubtedly 
know,  says  it  is  based  on  sound  principles  and  undoubtedly-  ought 
to  be  put  in  operation.  He  has  not  authx^ed  me  to  use  his  name 
at  thisTiearing. 

Senator  Steeling.  l%ht  it  not  be  well  at  this  pomt,  for  the 
benefit  of  the  other  membera  of  the  ciKOflmittee,  to  have  S^mtor 
Sheppard  or  Mr.  Alden  give  some  outlme  ci  the  bill* 

Senator  Sheppabd.  I  think  we  are  at  that  point  now.  If  it  meets 
with  the  approval  of  the  committee,  I  wiU  Mr.  Aldm  to  safaaoait 
some  general  remarks  tmon  the  bill  now. 

Mr.  Alden.  I  will  oner  just  a  few  suggestions  preliminary  to  the 
bill,  and  then  take  up  the  bill  section  by  section  aM  discuss  it. 

To  get  anywhere  we  must  always  start  wheape  we  are — start  with 
thmgs  as  they  are. 

We  now  have  a  postal  savings  bank — we  start  witii  that. 

Every  other  savings  bank  in  the  world  ma^  the  pretense,  at  least, 
of  securing  for  depositors  the  largest  practicable  returns  for  their 
money,  with  adsolute  security,  and  perfect  availability.  Unde  Sam's 
postal  savings  bank  is  shackled  by  the  opposite  rule--it  attempts  to 
get  as  much  money  as  posEdble  from  depositors  for  the  least  interest 
possible. 

Senator  Gay.  The  rate  now  bring  paid  is  2  per  centi 
Mr.  Aij>EN.  Yes;  2  per  cent. 

There  were  at  one  time  about  700,000  depoffltors,  ahnc^t  entirely 
limited  to  poor,  but  provident,  ignorant,  timid  forrigners — so  limited 
by  the  fact  that  no  intelligent  American  will  deposit  in  the  postal 
bank  under  present  restrictions.  They  even  had  rulings  originally,  I 
do  not  know  whether  they  keep  them  up  now  or  not,  under  which 
a  series  of  questions  were  presented  to  those  seeking  to  become  de- 
positors. One  of  the  first  questions  asked  was  "Btave  you  a  bank 
account  anywhere?"  If  the  response  was  "Yes,"  they  would  say 
*^We  do  not  admit  you." 

Senator  Sterling.  That  is,  the  postal  savings  bank  would  say  that? 

Mr.  Alden.  Yes,  that  has  been  the  case.  Whether  it  is  so  now  or 
not,  I  do  not  know.   That  was  the  ruling.  That  was  not  the  law, 

but  it  was  the  ruling. 

Senator  Sterling.  That  seems  unreasonable.  I  do  not  see  how 
they  could  have  authority  imder  the  law  to  make  any  such  ruling  or 
regulation  as  that. 

Mr.  Alden.  It  was  there,  nevertheless.  I  do  not  know  whethv  it 
is  there  now  or  not.    I  think  they  have  liberalized  thdr  methods  now. 
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These  700,000  timid,  ignorant  depositors  have  placed  ftbottt  one 
hundred  and  forty  millions  of  dollars  in  the  postal  bank,  tot  WikklL 
they  get  the  ridiculous  rate  of  2  per  cent  interest.  What  is  done  with 
their  money  ?  Instead  of  giving  Uncle  Sam  the  benefit  of  the  ittoney, 
the  benefit  of  the  low  2  per  cent,  95  per  cent  of  the  money  is  turned 
over  to  bankers  for  2J  per  cent,  and  the  bankers  loan  it  to  Uncle  Sam 
for  4^,  or  loan  it,  possibly,  to  farmers  or  others  for  productive  pur- 
poses" at  6  per  cent  or  more,  plus  commissions  to  somebody.  Is  this 
the  square  deal?  Is  this,  if  technically  honest,  honorable?  Is  it 
godly  ?  Shall  you  and  I  ''stand  by  consenting,"  like  Saul  at  Stephen's 
stoning,  while  such  wrong  is  done  ?  And  if  a  bank  accepts  the  benefit 
of  this  2  per  cent  money,  does  it  not  more  than  ''hold  the  clothes  of 
them  that  stoned,''  hold  some  of  the  contents  of  the  clothes  of  them 
that  are  stoned?  Do  editors,  who  join  the  conspiracy  of  silence, 
speaking  no  word  of  protest,  or  of  exposure  of  wrong,  are  they  guilty 
of  hush  money  in  accepting  financial  advertising  and  keeping  still? 
One  hesitates  to  believe  honorable  bankers  and  editors  consciously 
guilty.  "They  know  not  what  they  do/'  that  voice  from  Golgotha 
is  sad  truth  often  applying. 

And  what  about  the  wrong  and  the  economic  folly  of  excluding 
from  any  use  of  the  postal  savings  bank  the  scores  of  millions  of  intel- 
ligent, thrifty,  patriotic  Americans  by  limiting  interest  to  2  per  cent 
and  by  limiting  the  right  to  deposit  at  all  more  than  a  petty  smn 
instead  of  inviting  without  limit,  as  commercial  banks  always  do  ? 
Limit  2  per  cent,  when  the  market  price  for  money  is  from  twice  to 
five  times  2. 

Senator  Sterling.  May  not  the  depositor,  on  a  time  deposit  of  six 
months,  get  a  much  higher  rate  of  interest  than  is  paid  by  the  Gov- 
ernment ?  Do  they  not  have  that  opportunity  ?  Do  not  many  banks 
pay  all  the  way  from  3  to  5  per  cent  on  time  deposits? 

Mr.  Aldex.  The  national  banks,  as  I  understand,  are  limited  to 
pavino;  3  per  cent.  Some  of  the  savings  banks  pay  4  per  cent.  Your 
leading  bank  here  in  Washington,  I  notice,  prominently  advertises 
to  pay  only  3  per  cent. 

Senator  Steiiling.  I  do  not  understand  how  they  can  interpose 
a  limit  of  3  per  cent. 

Mr.  Aldex.  1  so  understand  it. 

Senator  Steklixg.  That  is  true,  if  I  may  judge  from  what  I  believe 
to  be  my  ova\  experience  in  a  small  way. 

Air,  AxDEX,  If  they  take  time  deposits,  t  am  not  sure  about  that. 
I  tnink  national  banks  are  limited  even  then  to  3  per  cent. 

Senator  Sterling.  I  hardly  think  so, 

Mr.  Alden.  I  things:  our  local  national  banks  only  pay  3  per  cent. 

Senator  Stekling.  I  think  I  know  of  national  banks  that  are 
paving  4  per  cent  on  time  deposits,  six  months  being  the  limit. 

Mr.  Aldex.  I  may  be  mistaken  about  that.  But  if  people  prefer 
to  deposit  with  the  postal  savings  bank,  why  have  they  not  the  right 
to  prefer  it  ? 

Senator  Sheppard.  That  would  be  no  excuse  for  a  national  bank 
paying  less  than  it  should. 

vSenator  Sterling.  But  it  is  a  question  of  what  is  to  the  advantage 
of  the  depositor  himself.  That  is  the  r(iason  I  ask  the  question 
whether  he  vdU  not  have  an  opportunity-,  as  conditions  are  now, 
ts  get  more  than  he  Mts  from  the  Govemment  by  depositing  with  tae 
postal  savings  IninKf 


Sttiator  ^aosppABD.  There  ate  any  number  of  people  ^fer. 
even  at  low  rates  of  interest,  to  deposit  with  the  Govemment,  uia 
there  are  hundreds  of  people  who  will  not  d^osit  with  the  b^iks  at 
all.  It  is  s^ange>  but  it  ls  true,  as  the  report  <rf  the  OomptrollOT  of 
the  Currency  moim.  It  k  a  feM^ra  of  kuraaii  ttatme  thait  we  have 
to  take  into  (consideration. 

Senator  Stbsuno.  It  is  a  question  ^^hether  that  is  not  a  rule  of 
Use,  custom,  or  edueation,  even  on  Ifeft  part  of  the  people.  1  think 
we  may  have  observed  this,  that  as  people  become  acqoamted  iiith 
the  banks  tod  th<«r  methods  of  ba^ess  and  acquire  confidence  in 
them^  there  is  mord  a  dispositioni  to  tn»t  tiie  baiUcs  and  make 
d^osits  there. 

Senator  Shspp  ard^  Yes ;  if  you  ^e  t  thf^  to  d^osit  witiia  postal  bank, 
they  beeeme  familiar  ^fdth  Sankm^  transad^ions;  lose  tne  timidity 
they  once  had,  and  then  probably  will  be  more  disposed  to  do  biuaneBs 
with  the  other  bam^. 

Mr.  Alden,  We  now  {>ropose  a  bill  to  am^id  the  law  rolatiig  to 
the  postal  savings  bank,  in  the  interest  of  justice  to  depositors;  idso 
in  the  interest  of  farmers  and  other  small  industrial  borrowers  uf 
money,  and  in  the  intea:est  of  the  Nation  at  large. 

In  the  int^fest  ^  depositors,  of  borrowers,  of  the  Nation  at  lai^, 
is  there  any  other,  any  special  limited  class,  or  favored  few,  wliose 
interests  shall  dictate  and  dist<»rt  the  plan  and  piu^pose  of  the  law  of 
the  postal  Mvings  bank  f   Patriotism  says  no. 

Jtuttice  stupendously  stimulates  patriotism.  Hvphenated  dei>osi- 
tons  in  and  producing  borrowers  fnnn  an  unshackled  postal  savings 
bank  would  be  few,  and  quicldy  and  automatically  cured. 

In  the  intefwt  01  depositors:  The  unshacUed  postal  bank  we  are 
attempting  to  rebuild  on  a  basis  of  nwthisniatically  exact  iimtice. 
The  first  man  to  rightly  claim  justice  from  it  and  all  omcanea,  is  the 
man  who  has  the  money,  tiie  depositor,  whether  he  has  brought  his 
h»d-eamed  hoard  of  $10  or  $1,000,000.  He  is  indfimabty  ^Utled 
to  get  for  the  use  of  that  money  ihe  most  that  anvbody  will  give  for 
it,  with  ample  security,  just  as  the  fanner  is  entitled  to  get  the  same 
f  or  his  wheat  or  the  workman  for  his  labor. 

In  the  interest  of  borrow€irs:  lliemanwiio  wants  to  borrow  money 
has  no  r^hts  in  the  case  till  he  is  able  to  offer  satisfactory  security; 
then  the  borrower  who  will  give  the  most,  whether  he  is  banker, 
barber,  butcher,  or  farmer,  has  the  right  to  get  it — the  amount  he 
will  pay  for  its  use  is,  presumably,  tae  legitimate  measure  of  his 
need  or  of  hb  ability  to  use  at  high  profit 

But,  given  a  square  deal  to  both  depositor  and  borrows,  no  fear 
but  in  this  ridb  nation  there  will  be  plenty  of  money  to  go  round  at  a 
fair  rate  of  interest — both  hettxar  and  fairer  than  either  average  man 
gets  now. 

Gieap  money  can  nev^  exist,  as  it  is  imagined  by  many,  except 
as  it  is  made  cheap  by  some  hocus  pocus  and  injustice  to  somebody, 
in  the  end  the  taxpayer,  which,  ultimately,  means  more  the  man 
who  labors  than  anybody  else.  Hie  cheapest  money  possible  will 
come  about  predsely  as  will  dheap  wheat  or  cheap  shoes — ^bythe 
producer's  increasing  ability  to  get  lai^er  crops  for  his  labor.  When 
we  all  get  rich,  or  more  of  us,  money  will  go  b^ging  for  borrowers 
at  a  fraction  of  present  rates  of  interest. 
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The  tendency  of  interest  is  all  the  time  to  come  down,  not  just  this 
minute,  but  the  ages  through.  , 

The  justice  for  the  farmer  and  all  who  labor  we  seek  by  way  ot  an 
imshackled  pOBtal-savings  bank  is  that  he  shall  have  the  right  and 
ability  to  boirow  money  as  diieaply  as  anybody,  even  the  baniier, 

on  equal  security.  ,     .        ^  i     ..i,  i 

I  got  onto  this  whole  thing  by  becommg  mterested  in  the  rural 
awKts  problem,  and  something,  I  do  not  iMnember  what,  caused  me 
to  look  mto  the  postal-savrngs  bank  to  see  what  it  was,  and  i  found 
that  it  offered  the  possible  solution  of  the  whole  problem. 

Senator  Dial.  Could  there  not  be  an  amendment  to  the  present 
postal-savmgs  bill  which  will  cover  this  thing?       .  .       ,  ,  ,  , 
Senator  slispPAja).  That  is  what  the  proposed  bill  is  mtended  to  do 

Mr.  Au»iiN.  I  am  coming  to  that  just  now.   I  will  repeat  my  last 

The  justice  for  the  farmer,  and  b31  who  labor,  we  seek  is  by  way  ot 
an  u^acMed  postatsavings  bank,  is  that  he  shall  have  the  right 
and  ability  to  borrow  money  as  cheaply  as  anybody,  even  the  banker, 

on  eaual  security.  .       „  ,  -,1 

Here  k  provided  the  square  deal,  so  universally  popular  with 
patriotic  Americans,  free  trade  in  finance,  money,  and  credits,  not 
special  privilege  to  bankers,  farmers,  or  any  other  class. 

Senator  SmiMNG.  Speakmg  of  farmers,  would  you  expect  that 
this  would  supplant  the  Federal  farm  loan  bank  system  ^ 

Mr  Aij>en:  1  do  not  think  so.  When  we  have  unshackled  the 
post^  savings  banks,  the  farm  loan  bank  becomes  a  superfluity 
Sot  entirely  necessary.  We  had  already  entirely  too  many  banks. 
They  were  not  needed,  but  now  that  we  have  thena,  let  us  use  them. 

Swiator  Sterling.  You  do  not  believe  m  tiie  principle  of  the  t  ed- 
eral  farm  loan  bank  system  ?  .    ,    .  t  .^i,-  i 

Mr.  Am>bn.  I  do  not  think  that  is  the  better  way  I  think  an 
unshackled  postal  savings  bank  would  demonstrate  that  they  are 
superfluous,  ^his  would  do  tlieip  wOTk  much  better  and  more 

^^SeSor  Sterling.  I  do  not  doubt  that  m  certain  sections  the 
Federal  farm  loan  bank  system  has  proven  of  great  value. 

Mr.  Aldbn.  It  is  domg  some  good.  i    i  „„„ 

Senator  Sterling.  It  has  enabled  the  fannara  to  make  loans 
without  paying  a  commission.  ^    ^i,  . 

Mr.  Adess.  They  are  doing  perhaps  from  one-tenth  to  one- 
fif  tietli  of  what  they  should  do  and  what  they  will  be  able  to  do  under 
this  unshackled  postal  savings  bank  system.       ^   ,     .  n  ^« 

Senator  Sterung.  My  own  State,  in  addition  to  having  the  bene- 
fits of  the  Federal  farm  loan  system,  has  also  a  State  rura  credits 
system  I  think  it  is  the  only  State  in  the  Umon  that  has  this  but 
the  State  system  has  largely  takwi  the  place,  of  the  Federal  i^vm 
lowi  systed  and  is  doing  the  business  really  m  the  way  of  making 

loans  to  the  farmers-  ,  ,  i  i  i,      ^  ^a^^ 

Mr  AiJ>BN.  The  foUowing  bill  here,  slighUy  amended,  has  already 

been  "presented  to  the  Congress  in  two  succ^^^^^^^ 
Senator  Sheppard  has  now  introdueed  it  the  third  time.    As  it  is 
much  broadOT  m  scope  than  was  the  original  postal  sjyings  bank 
plan  it  is  given  the  title  <rf  "The  mdustnal  savings  act,'^  SecUon 
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by  section,  I  will  now  take  it  up  for  discussioii;  Sections  1  and  2  read 
as  follows: 

Be  U  enacted  by  the  Senede  and  Howe  of  Representatives  of  the  United  SMes  of  Ammca 
m  Congress  assembUd,  That  Hie  short  title  of  this  act  fihaU  be  the  "  Industml  savingi 
act  " 

Sec  2  That  all  the  members  of  the  President's  Cabiaet  shall,  ex  officio,  COTEtitute 
a  board  of  trustees  for  the  administration  of  this  act,  hereinafter  to  be  r^ened  to  as 
^he  Industrial  Savings  Board. 

I  road  the  sections  of  the  bill  themselves  for  the  purpose  of  making 
clear  the  comments  I  have  to  offer. 

Senator  Sheppard.  The  present  board  consists  of  the  Postmaster 
General,  the  Secretary  of  the  Treasury,  and  the  Attorney  General. 

^ir.  Aldex.  Yes:  that  is  true.  Having  reference  to  the  member- 
ship of  the  board  as  no\v  proposed,  these  ofTicials  broadly  represent 
all  the  basic  economic  interests  of  the  Nation.  They  are  appomted 
by  the  President  and  confirmed  by  the  Senate.  They  guide  and 
shape  the  pohcy  of  the  bank  established  by  this  bill  withm  the  very 
ciefinite  limits  Avhich  it  provides.  They  will  not  have  time  for  the 
work  in  detail,  but  they  will  fashion  \trcneral  policies,  choose  and 
supervise  competent  heacls  and  principal  employees,  who  will  do  the 
work  under  the  safe,  businesslike  rules  of  the  Civil  Service  Com- 
mission. 

Sec.  3.  That  for  the  proper  and  efficient  or2:ani7:ation  and  conduct  of  the  business  of 
the  Industrial  Savings  Board,  it  shall  ap])oint  under  the  rules  of  the  Civil  Service 
Commission  a  first  chief,  a  second  chief,  and  a  thud  chief,  having  such  powers  and 
duties  as  the  board  may  designate;  also  such  other  assiBtantB.  attorneys,  and  other 
employees  as  the  board  may  confltd^  necessary.  The  compensation  of  the  persons  so 
appointed  and  other  expenses  of  operation  imder  this  act  shall  be  such  as  th-^  Industrial 
Savings  Boaid  may  authoiize,  and  shall  be  paid  from  the  profits  of  the  postal  savings 
bank. 

This  section  takes  the  postal  savings  bank  out  of  poUtics  and  pro- 
vides that  expense  of  operation  shall  be  paid  from  the  profits  of  the 
bank  by  depositors  and  borrowers,  instead  of  being  taken  from  the 
pockets  of  taxpayers  by  approj^intions  from  the  Treasury.  The 
wisdom  and  fairness  of  tms  section  would  seem  to  be  beyond  question. 

Sbc.  4.  That  the  Industrial  Savings  Board  shall,  as  soon  as  possible,  take  over  the 
control  of  the  existing  postal  sa\'ings  bank,  the  details  of  its  administration  to  con- 
tinue in  connection  with  the  ])ost  offices  throughout  the  country,  under  the  direct 
supervision  of  the  Postmaster  General  acting  for  the  board. 

Sec.  5.  That  as  soon  as  arrangements  can  be  made  therefor,  every  post  office,  post- 
master, and  all  lett&t  carriers  and  other  post-office  employees  shall  hereafter  be  made 
to  serve  the  people  through  the  postal  savings  bank  as  they  now  serve  them  for  let- 
ters, money  orders,  registered  letters,  and  parcel  post,  without  limitation  as  to  amoimt 
of  deposits,  as  letters  and  parcels  are  without  limitation,  the  manner  of  such  service 
being  as  in  this  act  provided,  and  all  limitations  on  the  amount  of  deposits  in.  the 
postol  savings  bank  are  h^by  removed. 

Senator  Sterling.  I  do  not  know  that  I  quite  understand  one 
expression  in  that  section.  You  say  tliat  every  post  office,  post- 
master ^  and  all  letter  carriers,  and  other  post-office  employees  shall 
hereafter  be  made  to  serve  the  people  through  the  postal  savhigs 
bank  as  they  now  serve  them  for  letters,  money  orders,  registered 
letters,  and  parcel  post,  and  so  forth.''  Just  exactly  what  do  you 
mean  by  that  ? 

Senator  Sheppard.  That  is  not  expressed  accurately.  The  idea  is 
that  letter  carriers  can  accept  these  deposits  from  housewives  or 
people  out  m  the  country  and  that  this  money  will  be  placed  in  their 
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accounts  by  these  post-office  employees.  If  they  can  be  sent  in  to  the 
GoYenunent,  people  will  be  more  likely  to  do  it  in  that  way,  not  having 
to  go  to  town  to  do  it.   That  is  a  matter  of  convMiience  for  the 

people.  .  . 

Senator  Dial.  Would  not  that  be  a  very  dangerous  proposition— 
to  allow  any  letter  carrier  to  receive  money  for  deposit?  Might 
there  not  arise  a  dispute  between  him  and  the  depositor?  What 
febd  of  a  certificate  of  deposit  would  the  depositor  be  given  ? 

Senator  Sheppard.  He  would  have  his  receipt. 

Mr.  AuDEN.  I  am  proposing  nothing  new.  I  make  it  specific,  but 
I  am  really  proposing  nothi^  new.  If  you  hve  on  a  rural  carrier 
route  now,  you  can  give  your  money  to  the  carrier  and  secure  from 
him  a  money  order. 

Senator  Sheppard.  Yes;  that  is  true. 

Mr.  Aldek.  The  people  are  thus  protected  in  that  respect. 

Senator  SarasEiaNG.  May  a  rural  ei»^er,  for  example,  receive  a 
deposit  ?  , 

Mr.  Alden.  Notnow;  no. 

Senator  Sheppard.  But  he  can  take  money  for  money  orders. 

Mr.  Alden.  Oh,  yes.  , 

Senator  Sheppard.  This  is  an  additional  convemence.  it  is  not 
essential  to  this  bill,  but  it  is  an  additional  conveniene  and  it 
would  be  an  additional  means  of  getting  idle  money  into  the  channels 
of  commerce  Mid  ts'ade. 

Senator  Sterling.  I  think  that  language  is  a  httle  ambiguous. 

S«[iator  I^EPPARD.  It  is,  and  it  can  be  improved  considerably. 

Mr.  Alden.  Section  6  reads  as  follows: 

Sec.  6.  That  postmastere  and  other  employeea  in  the  service  of  the  postal  savings 
bank  at  the  time  of  the  transfer  of  said  bank  to  the  Industrial  Savin<rs  Board  shall 
continue  in  office  until  it  is  found  from  experience  that  any  one  of  them  is  ineihc icnt, 
when  such  employee  may  be  removed  according  1o  rules  and  regulations  which  the 
board  shall  establish,  with  the  approval  of  the  Civil  Service  Commission,  the 
successors  of  those  who  may  be  removed  shall  be  appointed  under  the  rules  M  the  wvU 
Sarvice  Commission. 

The  Post  Office  Department  is  already  one  of  the  most  enormous, 
best  organized,  best  equipped,  and  best  conducted  busmess  plaiits 
in  the  world.  In  connection  with  the  enlarged  Postal  Savings  Bank 
it  is  proposed  almost  to  double,  or  more  than  double,  its  utihty  at 
an  increase  of  expenses  remarkably  small  when  results  are  consid- 
ered. This  act  will  establish  within  the  Post  Office  Department  the 
largest,  strongest,  and  most  useful  financial  institution  in  the  world. 

There  is  to  be  no  limitation  as  to  the  amount  anyone  may  deposit. 
Letter  carriers,  rural  and  city,  must  accei)t  deposits  for  the  postal 
savings  bank,  and  deliver  receipts  as  they  must  accept  and  deliver 
letters,  monev  orders,  and  parcels.  Also  they  may,  if  desired,  take 
certificates  of  deposit  and  checks  to  the  bank,  cash  them,  and  return 
the  proceeds  to  the  owner.  They  do  that  sort  of  thing  now.  They 
are  agents  both  of  tlie  bank  and  the  people.  What  a  service  this  will 
be  to  the  masses  of  the  people  who  need  not  leave  their  homes  or 
other  places  of  business  in  order  to  deposit  their  savings  or  draw  . 
funds  as  they  may  need  them.  The  Government  thus  mamtams  a 
perpetual  open  door  to  thrift  and  economy,  the  great  permanent 
foundation  of  general  prosperity.  In  this  connection  1  would  suggest 
that  you  also  consider  sectign  18  of  the  proposed  bill. 
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Senator  Sheppard.  It  makes  the  thrif  t^stamp  campaign  per- 
manent. 1       xl,  i 

Mr  Alden.  It  is  something  far  better  than  that. 

Senator  Sheppakd.  We  are  now  urgmg  the  people  everjnvhere  to 
deposit  m  the  Government  through  the  thrift-stamp  system.  Ihis 
puts  it  on  a  permanent,  scientific  basis.  ^  mx^ 

Senator  Gay.  It  does  that  witliout  placmg  any  Imnt  as  to  the 
amount  they  are  to  be  permitted  to  deposit? 

Senator  Sheppard.  ExacUy;  and  will  give  them  an  adequate 

^iS^  \ldex  Every  existing  bank  in  the  United  States,  in  good 
standing,  as  well  as  every  post  office  and  letter  carrier,  may  receive 
deposits  and  make  payments,  and  the  banks  may  make  loans  lor  the 
postal  savings  bank,  as  provided  further  on  in  this  bdl.  1  propose 
to  tie  all  the  banks  together.  I  undertake  to  show  that  tliere  will  be 
a  legitimate  profit  for  existmg  banks  of  $100,000,000  a  year  not  now 

^°Taking  our  popidation  in  1910,  now  of  course  largely  exceeded-  

Senator  Sterling  (interposing).  Just  before  j'ou  proceed  iurther, 
you  say  you  think  ultimately,  if  not  now,  the  banks  wdl  profit  by 

$100,000,000  a  vear  ? 

Mr.  Alden.  Yes;  existing  banks. 

Senator  Sterling.  That  is,  under  this  proposed  system  ? 
Mr.  Alden.  Yes;  the  existing  banks  will  do  that.    I  wifi  brmg 
ttiat  out  later  in  my  statement  to  the  committee. 

Senator  Sterling.  Will  they  not  lose  something  as  well  \  _ 
Mr.  Alden.  I  do  not  thmk  they  wih.    I  do  not  thmk  justice  is 

ever  unprofitable.  .« 

Senator  Sterling.  That  is  a  httle  apart  from  the  question.  VViU 
they  not  lose  something  from  a  pecuniary  standpoint  ?  ,       ,  , 

Mr  Alden.  I  believe  they  think  they  will,  if  they  have  ever  thousrht 
about  it.  I  really  think  they  have  not  thought  about  it.  I  thmk 
they  have  not  even  considered  it.  ^        ,  x,  • 

Senator  Sheppard.  i  do  not  think  they  will  finally  lose  anything. 

Mr.  Alden.  Except  for  Theodore  H.  Price,  I  do  not  know  of  a 
first-class  financier  on  the  continent  who  has  really  gone  into  this. 
As  a  financial  "curiosity,"  nearly  thi-ee  years  ago  he  printed  the 
substance  of  this  plan  in  his  paper  and  said  it  so  appealed  to  him  that 
he  put  it  before  the  bankers.  .  r  _ 

Senator  Sterling.  Has  it  ever  been  called  to  the  attention  of  any 
of  the  great  bankei-s  of  New  York  City,  for  instance  ? 

Mr  Alden  Time  and  again,  but  1  can  not  get  m  contact  with  them; 
I  can  not  get  to  them.  I  have  sent  this  and  other  things  to  benator 
Edge,  and  I  presume  to  most  of  you.  You  have  not  seen  it.  1  ou 
get  so  much  of  this  sort  of  thing  that  you  give  it  no  attention;  you 
do  not  know  anything  about  it  at  all.  .      ,    .        ,  , 

Sffliator  Sheppard.  There  is  too  much  routine  business  to  be 
attended  to  that  requires  practically  the  entire  time  and  attention  ot 

the  Senators.  ,  .       ,     ^  *  ^ 

Mr.  Alden.  You  can  not  know  anything  alwut  it;  you  are  too 
much  absorbed,  and  many  men  are  not  opeii-nunded  on  that  sort  oi 

g^toF  SxKBUNQ.  I  believe  we  all  appreciate  that. 


Mr.  Azj>EN.  Tiding  Ofur  population  in  1910,  now  of  course  largely 
eocceeded,  and  the  deposits  in  the  existing  savings  banks  of  the  State 
(rf  Connecticut,  whidh  are  far  from  being  unshackled  as  here  provided, 
as  a  basis  of  comparison,  tbe  Nation  would  have  in  the  postal  savings 
bank  54,074,000  depositois — ^that  is  a  mathematical  compariscKti  of 
population  and  deposits — instead  of  a  beggarly  600,000  as  now,  and 
$27,987,000,000  deposits  instead  of  only  about  $140,000,000  as  now. 

These  big  figures  are,  in  fact,  less  than  half  as  lai^e  as  should  be  the 
reality,  for  reasons  which  will  a])pear  further  on. 

Note  that,  incidentally,  here  is  legitimate  ''Government  ^aranty 
of  depodits,"  simply  because  Unde  Sam  is  custodian,  as  Be  is  for 
mon^-order  money,  and  one  is  dead  sure  of  gettii^  out  what  is  put 
in.  No  runs  on  Unde  Sam's  postal  savings  bank  for  fear,  as  is  posdHe 
with  all  other  banks,  has  be^  in  the  past. 

Sec.  7.  That  of  the  funds  which  are  now  or  may  hereafter  be  deposited  in  the 
poatal  BavimgB  bank  not  to  exceed  25  per  ceat  of  the  balance  of  d^posLts  at  any  time 
may— 

"Mav/'  not  ^^must"— 

may,  in  the  discretion  of  the  Industrial  Sa\'ings  Board,  be  invested  in  the  bonds 

of  the  United  States,  bearing  3  per  cent  interest — 

That  differs  from  the  bill  as  you  have  it  printed  now — 

or  bought  in  the  open  market  at  the  lowest  obtainable  price,  or  boufrht  at  such  price 
from  the  Treasurer  of  the  United  States.  Any  portion  of  said  ])onds  may,  in  the 
discretion  of  the  board,  be  sold  in  the  open  market  at  the  highest  obtainable  price 
or  sold  to  the  United  States  Treasury  at  such  price.  In  times  of  war  the  bond  invest- 
ment specified  may  be  increased  in  any  amount  up  to  90  per  cent  of  the  the  balance  of 
deposits,  and  the  rate  of  interest  on  bonds  i&creaaed  to  4  per  ceat^  or  in  the  discretion 
qI  the  Industrial  Savings  Board. 

I  maintain  that  the  postal  saving  bank^  alone,  im^aekled,  would 
absorb  all  of  Unde  Sain'a  e:dsting  debt  or  any  that  is  likdy  to  be 

incurred. 

Senator  Sterling.  Just  wby  have  you  the  provisions  in  that 
section  permitting  any  portion  of  the  bonds,  in  the  discretion  of  the 
board,  to  be  sold  in  the  open  market  at  the  highest  price  or  sold  to 
the  United  States  Treasury  at  such  price  ? 

Mr.  Alden.  If  you  can  unagine  that  there  would  ever  be  a  run  on 
the  postal  savings  bank  so  as  to  call  for  money,  here  is  a  resource  for 
gettmg  money  from  any  part  of  the  world.  I  do  not  think  it  could 
ever  occur.    I  can  not  conceive  of  the  possibility  of  that  happening. 

Senator  Sterling.  Having  invested  in  t^ese  bonds  in  the  first 
instance,  then,  in  anticipation  of  a  run  or  demand  for  the  deposits, 
they  could  dispose  of  the  bonds  ? 

Mr.  Alden.  Yes. 

Senator  Sterling.  That  is  your  reason  ? 

Mr.  Alden.  That  is  what  any  bank  does  to  meet  a  run — ^it  disposes 

of  its  assets. 

This  section  affords  financial  preparedness  for  the  Nation  on  a 
scale  hitherto  imparaUeled.  The  investment  in  United  States  bonds 
is  an  opportunity,  not  a  reouirement.  The  postal  savings  bank  will 
naturally  tend  to  absorb  all  available  United  States  bonds  on  the 
market,  and  thus  tend  to  reduce  the  interest  rate  the  United  States 
will  have  to  pay  for  loans.  The  right  to  sell  any  portion  of  the  bank's 
United  States  bonds  in  case  of  need  provides  a  liquid  reserve  power 
that  is  not  excelled,  if  indeed  it  is  equaled,  in  tne  financial  world, 
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since  the  bonds  of  the  United  States  have  a  world  market  well  nigh 
without  hmit. 

While  the  sale  of  United  States  bonds  will  be,  as  now,  open  to 
individual  buyers,  and  such  sale  should  be  in  amounts  of  billions  of 
dollars,  it  is  here  contemplated  that  the  great  mass  of  small  buyers 
will  prefer  that  their  own  postal  savings  bank  shall  buy  and  hold  the 
United  States  bonds  for  them,  their  personal  individual  holdings 
bemg  certificates  of  deposit  in  the  postal  savmgs  bank,  which  are 
always  mstantly  available  at  par,  as  deposits  in  solvent  banks 
always  are  available,  and  which  nay  depositors  approximately  the 
same  rate  of  interest  as  the  Unitea  States  bonds. 

Indeed,  certificates  of  deposit  in  the  postal  savings  bank  should 
earn  depositors  even  higher  rates  of  interest  than  do  the  United 
States  bonds,  because  niuch  of  the  bank  deposits,  being  loaned  to 
h^hest  bidders  offering  good  secui'ity,  will  command  higher  rates 
of  interest  than  tJie  Umt^  States  need,  or  should,  pay. 

Sac.  8.  That  no  other  investment  of  the  funds  deposited  shall  be  made,  but,  -vrith 
the  exception  of  a  working  reserve,  the  amount  of  which  shall  be  determined  by  the 
Industrial  Sa\nng8  Board,  the  balance  of  the  funds  shall  l^e  loaned  at  the  highest 
obtainable  rate  of  interest  not  exceeding  5  per  cent  per  annum  on  what,  in  tae  dis- 
cretion of  the  Industrial  Savings  Boaxd,  is  ccmeadered  as  adequate  secm^,  in  mmtm 
as  follows  and  as  in  tius  act  funh^  provided: 

Senator  Sheppard.  There  is  inserted  in  the  bill,  differm^  from 
the  way  Mr.  Alden  just  read  it,  the  words  ''not  exceeding  five  per 

centum  per  annum/'  so  that  it  reads: 

The  balance  of  the  funds  shall  be  loaned  at  the  highest  obtainable  rate  of  interest 
not  exceeding  five  per  centum  per  annum  on  what,  in  the  discretion  of  the  Industrial 
Savings  Board,  is  considered  as  adequate  security. 

Mr.  Alden  is  proceeding  on  the  theory  that  there  is  no  limit.  I 
thought  it  ought  to  be  hmited,  and  therefore  inserted  those  words. 

Mr.  Aldex.  There  is  any  amount  of  demand  apparently  in  Wall 
Street,  as  you  will  see  by  the  financial  papers. 

Senator  SiiEPPARD.  I  know  there  is. 

Mr.  Aldex.  Money  is  available  on  high  security  at  7  per  cent,  and 
give  them  a  chance  to  get  it  if  they  put  up  the  security.  I  continue 
tbe  readUig  of  the  bill: 

fa)  Preference  shall  be  given: 

(1)  To  small  loans  over  large  loans. 

(2)  To  short-time  loans  over  lonsr-time  loans. 

(3)  Loans  adequately  secured  by  readily^  marketable  collatml  over  loans  on  real 
estate  or  othOTleaareadflyinarketableflerarity.  ^  * 

(b)  In  accordance  with  the  above,  the  board  shall,  from  time  to  tmie,  fix  the  rate 
of  interest  to  be  charged  according  to  the  supply  of  and  demand  for  loanable  lands, 
the  profit  and  security  of  the  depositors  being  the  basis  of  decision. 

(c)  The  borrower  shall  always  be  required  to  protect  tiie  market  value  of  tus  col- 
lateral, as  is  customary  with  other  banks  making  similar  loans,  mtast  ledacmg  the 
loan,  or  providing  additional  security,  in  case  of  falling  market. 

Sec.  9.  That  the  Industrial  Sa^^ngs  Board  shall  give  clear  and  ample  publicity 
to  its  rulings  as  to  character  of  securities  required  for  loans  and  the  terms  of  such 
loans  under  the  foUowing  limitations:  _^  ^%^a 

(a)  Loans  not  to  exceed  95  per  cmt  of  the  market  value  of  Umted  States  bondfl  or 

the  bonds  of  States.  .     ,  i 

(b)  Not  to  exceed  90  per  cent  of  the  market  value  of  such  other  securities  as  are  now 
admissible  investments  under  the  existing  laws  of  New  York  or  ^lassachusetts  for 
sai-ings  banks  or  as  are  estimated  by  the  Industrial  Savings  Board  as  of  equivalent 

good  standing.  ,        ,       •    ,  ^ 

(c)  Not  to  exceed  85  per  cmt  of  the  xnarket  value  of  ^eat,  cotton,  or  other  non- 
perishable  products,  so  called,  in  safe,  adequately  insisred  puUic  storage,  under 
2«guUtioiQ8  as  the  board  may  prescribe* 
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Senator  Dial.  I  would  change  that  maxiinuin. 
Senator  Shefpabd.  What  would  you  put  there  ? 
Senator  Dial.  I  would  say  ^'not  to  exceed  two-thirds." 
Senator  Shkfpabd.  We  do  not  object  to  makihg  it  safer. 
Senator  Dial.  Not  long  ago  cotton  went  down  from  36  cents  to 
22  cents. 

Mr.  Alden.  How  quickly? 

Senator  Dial.  It  was  pretty  quickly,  as  I  remember. 

Mr,  Alden.  They  are  compelled  imder  the  rules  here  to  put  up 
additional  collateral  in  that  event. 

Senator  Dial.  But  it  might  be  difficult  to  get  them  to  put  up  addi- 
tional collateral.  Then,  if  you  have  to  sell  out  the  security,  you  have 
a  loss. 

Senator  Sheppabd.  That  probably  should  be  lower.  This  pro- 
vides loans  not  to  exceed  95  per  cent  of  the  market  value  of  United 
States  bonds.  It  gives  an  opportunity  to  people  throughout  the 
country  to  utilize  their  Liberty  boncb  to  borrow  at  a  small  rate  of 
interest  and  still  hold  their  bonds.  This  adequate  security  is  now  in 
the  hands  of  the  people  throughout  the  country  to  a  greater  extent 
than  ever  before.    Nearly  everybody  has  Liberty  bonds. 

Proceed,  Mr.  Alden. 

Mr.  Alden  (continuing) : 

(d)  Loans  against  marketable  collateral  shall  be  made  at  any  bank  of  issue  and 
redemption  provided  for  imder  section  15  of  this  act,  in  accordance  with  rules  and 
regulations  made  by  the  Industrial  Savings  Board* 

These  sections  contain  conservative  and  practical  proTisions  in- 
suring the  safe  and  proper  conduct  of  the  ]>ank.  The  borrower  must 
protect  the  market  value  of  his  collateral,  and  no  collateral  is  accepted 
at  its  full  market  value.  All  borrowers  are  on  an  equal  footing — 
the  banker,  the  merchant,  the  farmer,  the  millionaire,  the  man  of 
limited  means.  If  any  preference  is  shown  at  all,  it  is  to  the  small 
loan  over  the  large  one.  The  farmer  is  enabled  to  borrow  money  on 
nonperishable  products,  properly  stored,  to  the  extent  of  85  per  cent  of 
their  value,  or  such  smaller  per  cent  as  you  choose  to  insert  to  make 
it  absolutely  safe. 

Senator  Dial.  Would  not  this  increase  the  number  of  employees 
greatly  ? 

Mr.  Alden.  Not  in  proportion  to  the  amount  of  increased  business. 
Senator  Dial.  All  right,  sir. 

Senator  Sterling.  It  seems  to  me  that  under  section  8  it  con- 
templates a  good  deal  of  machinery. 

Mr.  Alden.  We  use  the  machinery  already  existing  and  make  it  do 
10  times  the  work.  Later  in  my  presentation  of  the  matter  I  shall 
bring  in  the  bank  machinery  itself,  the  machinery  of  the  existing 
banks. 

Senator  Dial.  What  are  you  going  to  da  where  they  object  to  the 
hours  of  work  and  labor?  Where  I  come  from  they  are  wanting 
more  pay  and  fewer  hours  of  work. 

Mr.  Alden.  That  is  a  pretty  prevalent  condition  just  at  this  time. 

The  bill  provides  that  no  other  investments  shall  be  made.  The 
bank  is  to  take  no  risks  on  rise  or  fall  of  market  prices.  It  will  loan 
only  against  good  security,  the  borrower  taking  all  market  risks. 
Banks  do  make  investments.  They  buy  securities  outright.  I  do 
not  contemplate  that  the  postal  saving  banks  shall  ever  do  that, 
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beyond  the  bonds  of  the  United  States,  but  they  shall  always  loan 
against  such  collateral. 

The  laws  of  New  York  and  Massachusetts  have  been  referred  to 
merely  as  examples  of  laws  defining  security.  All  the  provisions  of 
these  laws  may  not  be  found  appUcable  to  the  postal  savings  bank, 
especially  those  relating  to  local  Donds.  The  savings  bank  laws  of  all 
the  States  and  foreign  countries  should  he  studied  and  their  best 
features  covered  and  adopted  by  rulings  of  the  board. 

Section  10  reads  aa follows: 

Sec,  10.  That  not  to  exceed  50  per  cenium  of  the  deposits  in  hand  at  any  time 
may  be  loaned  for  such  length  of  time  an  the  Industrial  Savings  Board  may  e|>ecify 
in  its  regulations,  and  with  or  withcut  amortisation  payments,  as  the  borrower  may 

prefer,  to  an  amount  not  to  exceed  cue-half  the  appraised  value,  on  uneneninbered 
real  estate  in  States  and  Territ'>rie>=  where  laws  for  the  protection  of  creditors  are  by 
the  Industrial  Savings  l^oard  deemed  adennate  and  uiir,  in  manner  as  follows. 

Senator  Sterling.  There,  it  seems,  is  a  very  important  section. 
Senator  Sheppard.  It- is,  indeed. 

Senator  SxsRLiNa.  It  permits  of  loaxis  on  real  estate  for  a  long 
time. 

Mr.  Ai.DEN.  Not  to  exceed  50  per  cent  of  the  deposits  on  hand. 

Senator  Sterling.  That  is  true;  not  to  exceed  50  per  cent  of  the 
deposits  on  hand. 

Senator  Sheppard.  Note  the  following  rule,  Senator  Sterling. 

Mr.  Alden.  You  wiU  hardly  make  a  point  here  that  you  will  find 
I  shall  not  bring  up  a  little  later  on  in  my  presentation.  I  am 
extremely  glad  to  have  you  make  any  suggestions  or  ask  any  ques- 
tions. I  am  now  going  to  bring  in  tne  ot£er  banks,  for  the  section 
of  the  bUl  reads  further  as  follows: 

(a)  Throu2:h  any  national  bank,  or  other  incorporated  bank,  or  corporation  whose 
business  is  dealino;  in  or  ,c:iiaran+ooin2:  real  estate  mnrtiragee  and  which  is  PTib]Vpf  to 
the  examination  and  control  of  the  United  States  Treasury  or  of  the  banking  depart- 
ment of  an>-  State  which  in  the  estimation  of  the  Industrial  Savings  Board  adequately 
protects  depositors,  loans  may  be  made  to  an  amount  at  one  time  outstanding  not  to 
exceed  ten  times  the  capital  and  surplus  of  the  l^ank  or  corporation^  which  shall  be 
required  to  ewuantee  the  prompt  paym^t  of  the  principal  and  interest  of  the  loans 
made  throusm  said  hank  or  corporation. 

(b)  The  bank  or  corporation  shall  be  entitled  to  a  commission  of  5  per  centum  of 
the  interest  paid  on  such  loan  by  the  borrower,  or  such  less  per  c^tum  as  tiie  board 
may  prescribe,  who  shall  not  l^e  subject  to  any  other  char^re  except  the  necessary 
wcpense  of  examination  of  title  and  drawing  papers,  which  charge  mav  be  fixed  by 
rule^  of  the  Industrial  Savings  Boardi  all  terms  and  ciommissious  to  be  uniform  through- 
out the  United  States. 

Note  that  loans  on  real  estate  are  to  be  made  through  banks  and 
other  financial  institutions  of  established  standing  which  guarantee 
principal  and  interest  for  a  small  commission  on  the  interest  paid. 

Senator  Sheppakb.  In  other  words,  the  postal  savings  bank  itself 
does  not  loan  directly  on  real  estate. 

S^ator  Sterling.  Yes;  but  50  per  cent  of  the  deposits  may  be 
loaned  on  real  estate.  Why  do  you  limit  the  amount  which  may  be 
loaned  by  any  national  bank  or  other  incorporated  bank  to  an  amount 
not  to  exceed  ten  times  the  capital  and  surplus  of  the  bauk  or  cor- 
poration 9 

Mr.  Albex.  I  am  following  the  principles  there  of  the  present  farm- 
loan  act.  There  is  some  such  provision  as  that  in  there,  as  I  remember 
it.   I  can  not  be  quite  sure  oi  that  detail. 

Senator  Sterling.  But  here  the  bank  is  lending  the  deposit.  Hie 
bank  is  not  loaning  its  own  funds;  it  is  loaning  the  deposits. 
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Mr.  Alden.  The  deposits  of  the  postal  savings  bank.  The  other 
banks  are  actiDg  as  agents  for  the  loan  of  the  funds  of  the  postal 
savings  bank. 

Senator  Sheppard.  You  would  wiuit  to  place  some  limit  on  it, 
would  you  not  ? 

Mr.  Alden.  It  is  purely  a  matter  of  conservatism. 

Senator  Sterling.  It  would  seem  to  be  a  matter  of  inference. 
There  is  a  requirement  here  that  appears  more  by  inference  than 
otherwise  that  the  banks  shall  guarantee  it. 

Mr.  Alden.  Yes;  that  is  right. 

Senator  Sterling.  And  you  limit  the  amount  of  the  loan  because 
guaranteed  by  the  bank  ? 

Mr.  Alden.  Yes;  that  is  the  reason. 

Senator  Sterling.  It  shall  be  required  to  guarantee  the  prompt 
payment  of  principal  and  inter^t  of  loans  made  through  such  bank 

or  corporation  ? 

Mr.  Alden.  They  must  not  make  excessive  loans.   They  are  com- 
petent judges  for  tnemsdves.   Shall  I  proceed  ? 
Senator  Sterling.  Yes. 

Mr.  Alden.  The  borro^ver  pays  the  expense  of  examining  title, 
drawing  papers,  and  so  forth.  Savings  hanks  generally  lend  more 
than  50  per  cent  of  their  deposits  on  real  estate,  while  building  and 
loan  associations  invest  in  this  way  nearer  100  per  cent  of  their  funds. 
The  banks  throi^  which  real  estate  loans  may  be  made  have  estab- 
lished machinery  and  facilities  for  making  loans.  They  have  the 
necessary  knowlec^e  of  local  conditions  and  personahties.  Self- 
interest  will  prevent  them  from  making  excessive  or  risky  loans,  and 
they  can  probably  do  this  business  at  less  expense  than  that  with 
which  the  postal  bank  could  itself  organize  and  conduct  a  safe  loan 
board.  If  they  are  compelled  to  foreclose,  they  will  be  entitled  to 
such  costs  and  fees  as  the  courts  allow. 

The  commission  in  the  great  cities  allowed  agents  for  collecting 
r^ts  is  from  1  to  5  per  cent  of  the  rent — commonly  2  per  cent  for 
lai^e  buildii^.  The  monthly  collection  of  rents  is  certainly  more 
onerous  and  expensive  than  the  collection  of  interest  on  mortgages 
once  or  twice  a  year.  Interest  is  the  rent  of  money.  The  commis- 
sion runs  during  the  life  of  the  loan  and  is  payable  annually. 
"  Let  us  illustrate:  A  bank  with  $100,000  of  capital  will  first  loan  its 
own  funds  to  such  extent  as  it  pleases,  under  legal  limits;  then  it  may 
loan  for  the  postal  bank  to  any  amount  not  exceeding  $1,000,000,  ten 
times  its  capital.  Interest  on  loans  of  $1,000,000  at  5  per  cent  is 
$50,000  a  year;  5  per  cent  commission  on  such  inter^t  is  $2,500  a 
year.  Thus  its  loans  for  the  postal  bank  produce  a  perpetual  inc<Hne 
of  $2,500  a  year,  with  trifling,  if  any,  additional  rent  or  clerk  hire. 
How  many  tim^,  imder  presmt  conditions,  ate  the  banks  compelled 
to  quit  lending  because  of  lack  of  loanable  funds  ?  Here  there  will 
never  be  such  lack. 

Senator  Dial.  There  you  run  against  section  5202  of  the  national 
banking  law,  which  does  not  allow  you  to  obligate  yourself  beyond  a 
certain  percentage  of  the*  capital. 

Senator  Sheppard.  This  would  not  change  that. 

Senator  Dial.  The  Tireasury  Departm^t  is  totally  opposed  to 
amending  that  section. 

Senator  Sheppard.  That  has  reference  to  its  own  funds. 
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Senator  Dial.  No;  it  would  be  the  same  thing.  These  are  not  its 
own  funds,  but  the  borrowers'  funds. 

Senator  Sterling.  I  am  not  quite  clear  on  that  point  yet.  I  am 
referring  to  the  question  asked  ;i  moment  ago.  Any  bank  w^ill  not 
be  authorized  to  loan,  mider  tiiis  act,  except  from  the  savuigs  bank 
deposits  wdth  that  bank? 

Mr.  Aldkn.  No;  we  do  not  mean  to  change  at  all  the  existhig 
national  baiik  laws:  we  leave  those  as  they  are.  They  are  simply 
acting  as  agents  of  the  postal  bank  for  a  commission  on  the  loans  they 
maKe. 

Senator  Sterling  .  Is  it  conceivable  that  any  national  bank  could 
ever  have  of  deposits  at  any  time  an  amount  ten  times  the  capital 
and  surplus  of  tliat  bank  or  corporation  ? 

Mr,  Alpen.  The  postal  savings  bank  is  ne/er  to  deposit  its  funds 
w^ith  other  banks  l)nt  only  to  loan  to  them  on  pledge  of  adequate 
security  this  law  provides. 

Senator  Sterling.  You  authorize  tlie  ])ank  to  loan  ^'to  an  amomit 
at  one  time  outstandmg  not  t;^  exceed  ten  times  the  capital  and  sur- 
plus of  the  bank  or  corporation,"  You  authorize  that.  How  can 
you  do  that  ? 

Senator  Sheppard.  That  is  the  money  of  the  postal  savings  l^ank. 
Mr.  Alden.  Not  the  money  of  the  bank  itseu,  but  of  the  postal 

sa'/in2:s  hank. 

Senator  Sterling.  I  understand  that;  but  is  it  conceivable  that 
the  money  of  the  postal  savin^js  I)anK  can  be  deposited  in  any  one 
banK  to  an  extent  where  it  will  exceed  ten  times  the  amount  of  the 
capital  and  surplus  of  the  bank"? 

Mr.  Alden.  The  postal  savings  bank  is  one  l)ank  and  not  100,000 
banks,  one  at  every  post  olhce.  The  postal  bank  in  no  case  deposits 
its  funds  in  other  i)anks.  it  simply  loans  its  deposits  through  those 
other  oanksj  paying  them  a  commission  on  the  loans  they  negotiate 
and  guarantee. 

Senator  Sterling.  But  you  are  now  authorizing  

Mr,  Alden  (interrupting).  We  are  not  loaniii^  local  funds;  we  are 
loaning  funds  from  the  whole  postal  savings  bank:^ — oae  vast  reservoir 
tapped  by  100,000  branches  or  agencies. 

Senator  Sterling.  So  you  may  loan  them  all  under  this  theory 
through  any  one  bank? 

Mr.  Aldkn.  Oh,  no. 

Senator  Sterling.  Except  as  they  would  be  limited  by  their  capi- 
tal and  surplus. 

Senator  Sterling.  Do  you  mean  to  say  that  aside  from  the  deposit 
of  the  postal  savings  bank  fund  in  a  particular  bank,  that  bank  may 
n^tiate  a  loan  of  any  postal  savings  deposit  ?   Is  that  right  ? 

Mr.  Alden.  Yes. 

Senator  Sferling.  Then  let  us  say  here  is  a  reservoir,  this  is  the 
postal  savings  bank  and  we  are  authorized  now  to  loan  the  money  of 
that  bank,  fSthough  it  is  not  specifically  on  deposit  with  us  ? 

Mr,  Alden.  Yes;  certainly. 

Senator  Sterling.  That  is  the  theory? 

Mr.  Alden.  It  is  not  deposited  ^dth  other  banks  at  all. 

Senator  Sheppard.  It  is  never  deposited  with  banks  othw  than 
fhe  postal  bajik  itself. 
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Senator  Dial,  A]>])arontly  people  have  to  pay  interest  and  besides 
that  a  commission,  so  how  are  you  going  to  get  them  to  do  that? 
Will  not  that  deter  ]^eoi^le  from  borrowing? 

Mr.  Alden.  Tliat  is  all  i^rovided  for.  The  postal  bank,  not  the 
borrower,  pays  the  commission. 

Senator  Dial.  This  is  no  more  attractive  than  any  other  form  of 
borrowing,  is  it  ? 

Mr.  Alden.  Except  that  it  is  under  specific  regulation.  There  is 
no  difference  in  the  charo;es  to  diflPerent  boi-rowei^.  They  are  all 
treated  alike.  Xote  further  that  this  ctuiunission  of  5  per  cent 
is  double  that  allowed  for  dealino:s  on  the  N(iw  York  Stock  Exchange, 
and  still  further  that  it  is  annually  renewed  (kn^ng  the  life  of  the  loan, 
instead  of  being  paid  but  once,  as  on  the  X(»w  York  Stock  Exchange. 

Sec.  11.  That  personal  loans  without  requirement  of  collateral  security  by  the 
postal  savings  bank  may  be  made  in  manner  as  follows: 

(a)  The  borrower  to  make  written  statement  showing:  his  assets  and  liabUitieB: 
the  amount  of  loan,  not  to  exceed  $1,000;  the  length  of  time,  which  shall  not  exceed 
one  year;  the  purpose  for  which  the  loan  is  to  be  used,  which  shall  be  in  accordance 
with  the  stated  purpose  of  this  act;  which  statement  shall  be  attached  to  the  borrower's 
n^tiable  note. 

(b)  The  principal  and  interest  of  the  loan  to  be  guaranteed  prompt  payment  by  a 
hspk  or  corporation,  as  in  section  10  of  this  act,  which  shall  be  entitled  to  a  com- 
mission of  5  per  centum  of  the  interest  paid  thereon,  or  less,  as  the  board  may  direct, 
the  l»orrower  being  subject  to  no  other  charge,  and  the  total  of  such  loans  at  one  time 
out3tandino;^not  to  exceed  five  times  the  cpital  and  sur]_>lu3  of  the  guarantor. 

(c)  The  limit  of  the  loans  specified  in  (a)  of  this  section,  if  after  two  years'  trial 
is  deemed  too  small  for  the  best  results,  may  be  extended  by  the  board  from  time  to 
time  to  larger  specified  sums,  the  terms  to  be  uniform  tiiroi^out  the  IJnit^  States. 

Senator  Dial.  Suppose  a  man  wants  to  borrow  a  $1,000-    He  is 

Eaying  5  per  cent  for  his  guaranty.  What  rate  of  interest  does 
e  pay? 

Mr.  Aij>EN.  Five  per  cent  commission  on  the  iaterest  is  paid  by 
the  postal  bank;  not  by  the  borrower. 

Senator  Dial.  Is  that  on  the  interest  or  on  the  loan? 
'Mb.  Aldbn.  Five  per  cent  on  the  interest. 

Senator  Dial.  What  interest  does  he  pay  on  the  principal  of  $1,000  ? 
What  interest  does  he  pay  on  that? 

Mr.  Alden.  Whatever  rate  of  interest  the  board  specifies. 

Senator  Dial.  Say  he  pays  5  per  cent  on  it,  that  would  be  $50. 
Then  the  bank  would  guarantee  it  for  $10? 

Senator  Sheppabd.  No;  for  $2.50. 

Senator  Dial.  Tes;  my  arithmetic  was  wrong.  Do  you  suppose  a 
bank  would  bothw  with  that  sort  of  thing,  for  that  kind  oi  com^ 
petition  ? 

Mr.  Alden.  I  suppose  nine  times  out  of  ten  the  bank  would  loan 
its  own  funds ;  or  if  short  of  funds  would  not  a  wise  and  liberal  banker 
say:  "Certainly,  Jones;  glad  to  accommodate  you;  will  get  you  the 
postal  bank  money;  you  will  make  us  secure,  of  course,  for  our 

fuarantee,  and  you  wul  reciprocate  the  favor  by  giving  us  any  httle 
usiness  you  have;  sending  your  friends  to  us.    Any  time  you  want 
a  favor  in  our  line  come  to  us." 
Senator  Dial.  That  is  true. 

Mr.  Alden.  I  do  not  think  this  section  will  practiealLy  amount  to 
a  curtailment  of  their  business  in  that  way. 

Senator  Dial.  I  do  not  beheve  a  bank  would  bother  with  this  sort 
of  thing.    Anyway,  you  would  have  to  amend  the  general  law,  too. 


PfPUSTRTATi  savings  BILL. 


27 


Mr.  Alden.  These  personal  loans  are  to  be  made  without  collateral 
through  the  banks  • 

Senator  Dial  (interposing).  That  is  entirely  impractical.  A  bank 
would  not  loan  a  borrower  on  his  own  paper,  directly,  any  money. 
In  my  country  they  require  two  indorsers  and  the  bank,  having 
guaranteed  this,  waif  be  dohig  the  same  thing  as  loaning  that  money. 

Mr.  Alden.  Do  not  banks  very  often  take  risks  of  personal  integrity 
very  largely,  based  on  knowledge  of  the  individual? 

Senator  t)iAL.  Yes,  more  or  less. 

Mr.  Alden.  This  is  limited  to  SI, 000,  and  furthermore,  the  bank 
which  guarantees  the  loan  is  authorized  to  exact  security  from  the 
borrower,  but  the  postal  bank  does  not  exact  it. 

Senator  Dial.  I  understand,  and  it  ought  to  be  limited.  Any 
country  bank  requires  a  borrower  to  have  two  indorsers  or  some 

kind  of  collateral. 

Mr.  Alden.  This  would  provide  particularly  for  small  short -time 
loans,  for  helping  these  farmers  over  to  a  crop  time  and  through 
emergencies.  Tlie  first  loan  I  ever  received  that  amounted  to  any- 
thin^r  was  voluntarily  offered  me  by  a  rich  man,  one  of  three  ori^uial 
proprietors  of  the  Pullman  palace  car  whom  I  scarcely  knew,  to 
enable  me  to  buy  out  a  partner.  He  said,  ''I  will  loan  you  the 
money/'  and  he  did. 

Senator  Dial.  All  right;  go  ahead,  Mr.  Alden. 

T^Ir.  Alden.  These  personal  loans  are  to  be  made  without  collateral 
through  the  banks,  other  financial  institutions,  and  so  forth,  which 
guarantee  principal  and  interest,  for  an  annual  commission  of  5  per 
cent  on  the  interest.  The  bailk  through  which  the  loan  is  made  may 
exact  what  security  it  pleases. 

These  personal  loans  should  amply  meet  the  wants  of  small  f  a,rmers, 
mechanics,  and  even  merchants,  for  short-time  loans  to  provide  for 
planting  and  marketing  crops,  or  other  temporary  needs. 

Here  is  the  possibilitv  of  $1,250  additional  income  a  year  for  the 
bank  with  $100,000  capital.  Rememl)er  that  the  bank  has  the  oppor- 
tunity first  to  utilize  its  own  resources  on  the  ''pick''  of  the  loans. 
So  we  have  an  annual  profit  for  the  bank  in  question  of  $3,750  for 
handlmg  the  funds  of  the  postal  bank,  the  borrower  gettmg  his  funds 
at  5  per  cent  or  less.  Now  observe  further,  that  this  profit  may  be 
doubled  by  the  commission  received  by  the  bank  on  the  deposits  it 
receives  and  maintains  for  the  postal  bank  under  section  20. 

As  agents  for  the  loan  of  postal  bank  funds  there  will  be  legitimate 
profit  for  commercial  banks  of  probably  $100,000,000  a  year  in  return 
lor  honorable,  highly  useful  economic  service. 

If  the  postal  bank  can  earn  its  depositors  4  per  cent,  commercial 
banks,  with  greater  initiative  and  warrant  to  take  risk,  which  the 
postal  will  not  take,  can  earn  their  depositors  even  more — and  they 
can  always  serve  the  worlds  of  commerce  and  manufacture  as  the 
postal  bank  can  never  do. 

Nothing  is  more  profitable — economically  profitable — than  simple, 

even-handed  justice,  which  is  here  proposed  for  depositors  and  patrons 

of  the  postal  savmgs  bank,  and  for  the  benefit  of  the  Nation  in  times 

of  war  or  of  peace. 

Sec.  12.  That  to  induce  the  laigeet  possible  savings  and  serve  the  greatest  poaeible 
oonvffliieiLce,  security,  aad  economy  of  use  to  deposLtors  and  to  the  postal  savings 
bank,  Hie  Indtirtnal  Savings  Bowd  ah^  cauae  to  be  prepared  and  iestud  cflrtificales 
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^poait  of  the  size  and  form,  but  different  in  color  and  appearance,  of  customary 
baiuk  currency,  the  said  certificates  being  of  the  following  tenor  and  in  manner 
indicated: 

(a)  lasued: 

Year       :  January,  February,  March,  April,  May,  June,  July,  August,  September, 

October,  November,  December. 

Day:  1,  2,  3,  4,  5,  6,  7,  8,  9,  10,  11,  12,  13,  14,  16.  16,  17,  18,  19,  20,  21,  22,  23,  24, 
25,26,27,28,29,30,31. 

The  Ignited  States  postal  sa^^n.Q:8  bank  has  received  from  (here  the  depositor  will 
write  his  signature  or  not,  as  he  pleases)  $10  (or  other  specified  sum)  and  will  pay 
the  same,  together  with  all  net  interest  earned  hereon,  the  interest  compounded 
BCgniannurily,  on  surrender  hereof  properly  indorsed.  If  no  signature  is  written, 
payment  shall  be  to  bearer.  Interest  shall  b^;in  on  the  first  day  of  the  month  fol- 
lowing  that  indicated  by  cancellations  in  the  margin,  and  shaJI  terminate  the  last  day 
of  the  month  preceding  payment,  also  shall  terminate  five  years  after  date  of  issue,  but 
any  certificate  may  at  any  time  be  surrendered  in  exchange  for  a  new  issue  of  cur- 
rent date. 

Issued  and  payable  at  Wasibington,  District  of  Columbia,  but  procurable  or  cashable 

through  any  post  office  or  authorized  bank. 

(b)  Certificates  in  this  form  shall  be  issued  in  denominations  of  $1,  $2,  $6,  $10,  $50, 
$100,  $1,000,  and  larger,  as  the  Industrial  Savings  Board  may  order. 

Senator  Sterling.  Unless  you  think  there  is  something  quite 
essential  in  explaining  the  certificate,  etc.,  it  might  be  weU  to  pass  on 
to  the  next  section. 

Mr.  Alden.  I  am  perfectly  w  illing  to  do  it,  but  this  is  the  thing 
that  is  going  to  bring  in  all  this  idle  money.  This  is  what  will  make 
the  water  all  rim  through  the  turbine  instead  of  over  the  dam.  If 
you  will  study  it  very  carefully,  I  am  quite  willing  to  pass  it. 

Senator  Sterling.  Proceed,  Mr.  Alden. 

Mr.  Alden.  The  remainder  of  the  s^tion  reads  as  follo>¥s: 

(c)  Certificates  similar,  but  bearing  no  int^eet,  shall  be  issued  in  denominationB  of 

$1,  $2,  $5,  and  $10. 

(d)  To  encourage  the  beofinning  of  deposits,  and  also  8er\'e  the  convenienre  of  those 
who  desire  them  in  pereference  to  coin  money,  certificates  payable  to  bearer,  ^\ithout 
interest,  shall  also  be  issued  in  denominations  of  5  cents,  10  cents,  25  cents,  and  50 
cents,  of  size  and  fom  fiimilar  to  United  States  fractional  cuirwcy  issued  in  1862 
and  later. 

(e)  An  additional  form  of  certificate  of  deposit  of  similar  purport  to  (a)  shall  be  a 
r^stered  certificate,  issued  in  multiples  of  $100,  the  principle  pavable  at  anv  time 
on  siurender,  properly  indorsed,  the  interest  to  be  remitted  semiannually,  all  details, 
includinj?  manner  of  r^istration,  being  according  to  regulations  of  the  Indust^ 
Savings  Board. 

(f)  Simple  printed  instructions  for  their  use  may  appear  on  the  front  or  back  of  each 

of  the  various  certificates. 

(g)  These  certificates  shall  not  be  legal  tender  nor  in  any  way  indicated  as ' '  money,  * ' 
but  may  pa^  from  hand  to  hand  by  mutual  agreement  as  is  done  in  tiie  case  of  ^'certi- 
fied "  or  other  bank  checks. 

(h)  Checking  accounts  may  also  be  permitted  by  depositors  who  carry  an  average 
balance  over  $500,  at  cities  designated  and  in  accordance  with  regulations  made  by 
Industrial  Sa\ings  Board,  interest  on  daily  balances  to  be  paid  on  such  accounts 
s^niannually. 

You  crive  the  postal  bank  $10  in  gold,  or  what  will  get  the  gold,  and 
you  prefer  this  certificate  to  gold  because  this  earns  compound  inter- 
est. Printed  tables  will  tell  you  its  value  at  4  per  cent  or  other 
interest  for  any  number  of  days,  months,  or  years.  The  bank  loans 
your  gold,  '^on  call/'  on  security  of  municipal  bonds,  at  4  per  cent, 
or  on  wheat  or  cotton  for  a  month  or  a  year  at  5  per  cent;  or  on  farm 
mortgages,  5  years,  at  5  per  cent,  to  the  highest  bidder  in  each  case. 
Whoever  gets  the  gold,  of  course,  deposits  it  again  in  the  postal  bank 
and  takes  a  certificate  like  yours,  and  the  bank,  of  course,  loans  the 
gold  agaiiii  and  so  on,  perhaps  10  times  over,  so  tiiat  $10  gold  is 
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earning  possibly  50  per  cent  per  annum,  and  the  postal  bank  still 
has  that  gold  to  loan  to  the  next  man.  This  shows  how  banks  have 
got  rich  in  the  past;  how  depositors  will  hereafter  get,  not  rich,  but 
each  what  his  money  fairly  earns.  Nobody  wants  to  keep  that  gold 
any  more  than  you  want  the  man's  yardstick  when  you  buy  10  yards 
of  muslin.  If  you  get  cerJ:ificates  of  de])osit,  drawing  no  interest  on 
their  face,  the  bank  loans  the  gold,  just  the  same,  and  so  earns 
increased  interest  on  your  SIO,  SI 00,  and  SI, 000  certificates. 

This  ^'automatic  money  mobilizer^'  does  away  with  all  necessity 
for  the  clumsy,  antiquated  *4ndividual  accounts''  bookkeeping 
methods,  and  will  reduce  bank  expenses  m  that  respect  to  one-fourth 
or  one-tenth  of  present  cost  and  be  far  more  convenient  for  depositors, 
and  just  as  safe  as  the  present  clumsy  method. 

Senator  Sheppard.  Just  in  order  that  we  may  keep  the  record 
straight  let  me  here  make  this  statement  with  reference  to  Section  12: 

Two  kinds  of  certificates  are  created  by  this  section:  Fii-st,  those 
in  denominations  of  SIO  or  more,  wliich  bear  interest  and  are  payable 
to  order;  second,  those  in  denominations  of  $1,  S2,  and  So,  and  of 
fractional  parts  of  one  dollar,  which  carry  no  interest  and  are  payable 
to  bearer.  These  certificates  being  easily  negotiable  will  practically 
supplant  actual  money.  They  will  do  away  with  the  cumbersome 
check  system,  the  elaborate  bookkeeping  it  entails,  as  well  as  the 
present  expensive  exchange  system.  They  are  good  anywhere  in  the 
United  States,  just  as  gold  certificates  are  good,  although  the  gold  is 
in  the  United  States  Treasury  vaults.  These  certiiicates  are  not 
money  any  more  than  national  bank  notes. 

Mr.  Alden.  Instead  of  clipping  coupons  twice  a  year  as  in  United 
States  bonds,  the  depositor  simply  pays  out  part  of  bis  holdings, 
those  he  retains  growing  in  compound-interest  value. 

These  certificates  of  deposit,  each  virtually  a  certified  check" 
(certified  by  Uncle  Sam)  wiU  be  good  anjnvhere  in  the  United  States 
just  as  gold  certificates  are  good  anpvhere,  though  the  gold  is  in  the 
United  States  Treasury  vaults.  Thus  they  will  serve  ''for  exchange" 
and  tend  to  do  away  with  the  present  cumbersome  and  vastLy  expen- 
sive *' exchange  system.'^ 

Postal  banks  wdl  almost  never  pay  out  real  ''money"  at  all,  but 
pay  out,  instead,  because  preferred,  only  its  own  certificates  of  deposit, 
which  serve  every  possible  purpose  of  real  money,  and  every  dollar 
oi  which  earns  interest  for  depositors  every  day  it  is  outstanding. 

These  certificates  vnH  make  the  money  in  your  pockets,  cash  drawer, 
or  safe,  draw  interest  for  you  while  you  hold  them,  for  the  next  man 
when  you  pay  them  over — ^will  buy  anything  which  gold  will  buy — ^wiU 
buy  gold  itself.  Nobody,  but  bankers  (as  basis  for  larger  credits, 
and  tor  foreign  exchange)  wants  gold,  which  in  possession  earns  no 
interest,  but  will  prefer  these  certmcates  which  in  possesmmi  do  earn 
compound  interest. 

Everybody,  even  pro-Germans  and  pacifists,  will  gladly  turn  over 
to  the  postal  bank,  m  exchange  for  these  certificates,  every  dollar  he 
has,  every  dollar  he  gets  in  the  future,  that  it  may  earn  him  4  per 
cent  or  other  interest — all  will  "flock''  to  deposit  ewnings  in  the 
postal  bank  as  hungry  men  coming  to  a  feast  (no  need  for  "Barnum 
circus"  advertising  methods,  semihysterical,  undignified  appeals  to 
patriotism  to  buy  "Liberty  Bonds/'  buy  "War  Savings  Stamps'') 
which  by  approval  of  aU  postal  bank  depositors  will  have  pi^^rc^iee 
to  the  ^tent  of  Uncle  Sam's  ne^  for  postol  bank  investments. 
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Every  banker  knows,  as  do  most  of  the  well-infonned,  that  of  all 

the  so-called  "monev"  in  existence,  nearly  one-half  of  it  M  not  at  ome 
time  in  any  bank.  Some  of  it  js  fooli^^^^y.^l^o^^ded''  by  ijo^ 
"afraid  of  banks,"  bnt  most  of  it  is  just  'idle  money,  ^  your 
pocket  and  mine,  earning  nothing,  "no  good"  at  all  till  we  pay  it  out 
for  something  we  want.  Ever  since  banks  were  invented  bankOTS 
have  been  trying  to  "corral"  this  elusiye  outside  P^o^iey,  going  to 
waste  "  iust  as  much  as  water  running  oyer  the  dam  instead  of  ttoougj 
the  turbine  is  wasted.  This  simple  device  of  a  negotiable  postal  banJc 
certificate  of  deposit  will  naturally  and  certamly  as  the  law  of  gravi- 
tation, as  the  law  of  magnetism  draws  bits  of  iron,  ^e  tlua 
"money"  out  of  your  pocket  and  mine,  even  out  of  toot  Jioles, 
stockings,  tin  cans?  and  other  hiding  placets,  into  existing  bar^,  ap- 
proximately doul)ling  the  foundation  resources  of  banks.  lUere  it 
will  be  loaned,  redeposited,  and  loaned  ao;ain,  m  a  way  baJ^ers  know 
how,  till  the  near  two  and  a  half  billion  dollars  of  now  "idle  monejT 
is  multiplied  to  thirty  or  more  l)illions  of  available  useful^  ~ 
perfectly  c^ood,  not  so  nnich  because  always  "payable  in  gold,  as 
because  based  on  solid  property  assets,  earning  or  growing  mto  money 
or  what  l.rmgs  money.  This  will  practically  nearly  "double  the 
money  crop,"  and  as  doubling  the  crop  of  wheat,  or  cotton  tends  to 
"cut  tlie  price,"  so  should  this  tend  to  reduce  interest,(the  pnce  ot 
monex)  to  l^ncle  Sam,  wlien  he  wants  to  borrow  money  to  fight  witH, 
or  to  "you  and  me  if  we  want  to  borrow  to  build  a  silo,  buy  a  farm 

tractor,  or  build  a  home.  •  o 

Senator  Sterling.  What  would  be  the  effect  upon  prices » 

Mr.  Alden. 

Senator  Sheppard.  The  price  of  money,  do  you  mean— rnter^U 
Senator  Sterling.  I  mean  commodities.    What  wouid  be  tHe 
^ect  on  the  price  of  commodities?  i       mu  * 

Mr.  Alden.  It  would  start  production  enormously.    iMt  is  tne 

effect  it  will  have.  „ 
Senator  Sterling.  It  will  increase  pri.^es,  will  it  not  ^ 
Mr  Aldex.  Not  if  you  multiply  production    If  you  produce 

large  quantities  of  eggs,  corn,  and  wheat  you  P^t  jlown  pric^. 

Senator  Sterling.  It  will  start  production  and  that  in  turn  WUl 

tend  to  reduce  prices  ? 
Mr.  Alden.  Yes. 

Senator  Sterling,  That  is  your  theory? 

Mr.  Alden.  Yes,  this  more  than  any  one  thing  you  can  possibly  do 

will  cut  the  cost  of  hving.  .    .  i    .  i  .    xi,-     i  i« 

Obviously  a  feature  of  infinite  value  incidental  to  this  plan  is  its 
incitement  ^to  thrift  and  saving— universal,  far-reaching. 

The  present  gold  basis  of  all  money  will  in  no  way  be  altered.  UI 
course,  actual  gold  will  be  caUed  for  only  as  limited  conamercial 
exigencies  compel  its  use,  because  gold  in  possession  earns  no  mterest, 
while  certificates  of  deposit  in  the  postid  banks  m  possession  earn 

compound  interest.  .      .   ,  .  j  • 

Take  emphatic  note  that  nothing  is  here  suggested  m  the  line  oi 

^'fiatmonev'^  nor  even  of  ^4nflation''  of  credits 

Every  bit  of  paper  is  to  be  on  '^a  parity  with  gold  ^^^ytifacates 
of  deposit  are  made  so  good  they  are  to  be  preferred  to  gold  ine 
essencTof  ^^inflation"  that  is  vicious,  is  so-caUed  ^  money  not  based 
on  reality,  or  credits,  not  based  on  solid  security,  but  on  '  speculative 
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Yalues;  rather  than  on  the  earning,  creating  power  in  the  investment 
made. 

Senator  Shbfpabo.  Perhaps  I  may  conclude  this  stat^ent,  if 
I  may. 

Mr.  Alden.  I  should  be  very  glad  to  have  you  do  so. 
Senator  Shefpabd.  I  will  read  several  of  the  sections.  Sections 
13;  14,  15,  16,  and  17  read  as  follows: 

Sec.  13.  That  the  Secretary  of  the  Treasury  is  authorized  hereafter  to  deposit  any 
money  in  the  Treasury,  in  the  postal  savings  bank  (wiHiout  requiring  security  there- 
for) as  he  does  in  other  banks  of  deposit,  and  shall,  so  far  as  practicable  to  do  so,  make 
disbursements  from  the  Treasury  in  the  form  of  certificates  of  deposit  in  the  postal 
savings  bank,  provided  thi?  method  is  acceptable  to  payee. 

Sec.  14.  That  all  banks  in  the  United  States  may  hereafter  depoiiit  their  funds  in 
the  postal  savings  bank,  and  certificates  of  deposit  issued  therefor  may  be  counted  as 
part  of  their  legal  reserve. 

Sec.  15.  That  at  the  county  seat  of  every  county  in  the  United  States,  or  similar 
civil  diAasions  otherwise  called,  and  in  such  other  cities  as  the  Industrial  Savings 
Board  may  select,  post  offices  shall  be  designated  by  the  Industrial  Savings  Board  as 
postal  sa\ing8  banks  of  issue  and  redemption. 

(a)  Such  bank  of  issue  and  redemption  shall  issue  and  record  as  required  by  the 
Industrial  Savings  Board  certificates  of  deposit  as  described  in  section  12  hereof,  in 
exchange  for  bankable  funds  as  per  regulation.^  made  by  said  board,  and  may  redeem 
the  same,  whether  issued  by  itself  or  by  other  smiilar  banks  of  issue  and  redemption, 
either  in  money  or  in  new  certificates  of  deposit,  as  the  applicant  may  desire. 

(b)  Each  depositor  in  said  banks  shall  record  his  signature  and  address  in  duplicate 
with  the  bank  on  a  record  proAided,  as  is  customary  in  corpmercial  banks,  fo  that 
indorsement  of  signatures  on  banks  of  certificates  may  be  verified  when  desired. 

(c)  The.-^e  l>dnks  of  issue  and  redemption  shall  supply  minor  post  offices  in  their 
region,  and  letter  carriers,  with  facilities  for  serving  all  ^imo  deesre  to  do  buedness  with 
the  postal  savings  bank,  requiring  such  security  as  may  be  necessary  frcmi  those  han- 
dling the  funds  of  the  bank  or  its  patrons. 

Sec  1G.  That  the  Industrial  Savings  Board  shall  designate  twelve  or  more  disti  icts 
covering  the  United  States  in  a  central  city  of  each  of  which  it  shall  cause  to  be 
organized  a  district  bank  which  shall  act  as  clearing  and  reser\*e  banks  for  all  the  banks 
of  ianie  and  redemption  wiUdn  the  district,  in  accordance  with  roles  and  legnlations 
of  the  Industrial  Savings  Board. 

Sec  17.  That  the  Industrial  SaA*ings  Board  shall  further  cause  to  be  organized  in 
the  citv  of  Washington,  District  of  rolumbia,  in  the  Post  Office  1  )epartment,  a  national 
central  postal  savings  bank,  which  shall  act  as  cleanup  and  reserve  bank  for  the 
twelve  mstrict  banrat,  and  may  have  direct  dealings  with  and  o\'ersight  of  all  the 
county  banks  of  issue  and  redemption  as  the  Industrial  Savings  Boaid  shall  order. 

These  sections  provide  that  postal  banks  shall  be  establidied  in 
every  county  seat,  other  post  offices  in  the  county  to  be  branches  of 
the  county-seat  banks,  under  regulatiolis  of  the  board.  ^  The  United 
States  is  to  be  divided  into  12  or  more  districts,  with  a  central 
postal  bank  for  each  district,  which  shall  act  as  a  clearing  and  reserve 
bank.  A  national  central  postal  savings  bank  to  be  established  at 
Washington,  which  shall  act  as  a  clearmg  and  reserve  bank  for  the 
district  banks  and  which  may  have  supervision  over  the  county 
banks. 

Sec  18.  That  every  smaller  post  ofiice  and  every  letter  carrier  may,  in  accordance 
with  regulations  made  by  the  Industrial  Savings  Board  (adequate  bonds  for  safety 
being  required  as  oonvement)  keep  in  hand  limited  amounts  of  certificates  of  deposit, 
secured  from  the  local  county  banks  of  issue  and  redemption,  to  be  given  to  known 
applicants  in  exchange  for  banka])lo  funds  to  be  forwarded  to  the  county  bank  of  issue 
and  redemption,  and  may  also  redeem  small  certificates  of  deposit  as  they  can  con- 
veniently. Such  post  oiiices  and  letter  carriers  shall  also  give  proper  receipts  to  any 
applicant  for  bankable  funds  or  for  ceridficates  ot  deposit,  to  be  sent  to  the  county 
bank  of  issue  and  redemption  to  be  exchanged  formoney  or  other  certificates  of  deposit, 
and  deliver  the  same  to  said  applicant  in  exchange  for  their  own  receipt  originally 
given  to  the  applicant. 

Sec.  19.  That  each  county  bank  of  issue  and  redemption  and  each  district  bank 
shall  keep  in  hand  such  working  bsdance  as  the  Industaal  Saviiigp  Board  shall  direct. 
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the  county  banks  forwarding  anv  surplus  to  its  district  bank,  and  the  district  bank 
any  surplus  to  the  national  central  bank,  and  each  of  said  banks  shall  make  loans  as 
authorized  by  the  Industrial  Savings  Board,  the  county  bank  drawing  for  funds  when 
deemed  necesKiry  on  its  district  bank  and  the  district  bank  drawii^  on  the  national 
central  bank  as  the  Industrial  Savings  Txrird  may  direct. 

Sec.  20.  That  existing  sa\-incrs  and  other  1  tanks  in  the  United  States  which  desire 
and  will  submit  to  satisfactory  examination  and  supervision  of  the  Industrial  Savings 
Board  and  are  found  of  standing  satisfactory  to  the  board,  may  be  made  agents  of  the 
posUd  savings  bank,  to  receive  deposits  and  pay  certificates  in  accordance  with  re^^ula- 
tions  made  by  the  board,  and  shall  be  allowed  as  compensation  for  such  ser\nce  a 
commission  to  be  authorized  by  the  board  and  not  to  exceed  5  per  centum  of  the  net 
earniii,i,^s  of  the  deposits,  for  which  registered  certificates^  (.only)  are  issued,  which 
said  existing  bank  secures  through  its  agency,  such  conunisedons  to  be  unif<mn  thzough- 
ont  the  United  States. 

The  provisions  of  this  and  other  sections  permitting  any  bank  in 
the  United  States  in  good  standing  to  become  a  deposit  and  loan 
agent  of  the  postal  banks  would  tend  to  strengthen  rather  than  to 
injure  bv  competition  any  and  every  such  bank.  Their  depositors 
would  not  leave  them  for  the  postal,  because  they  can  supply  the 
postal  certificates  when  preferred  to  their  own.  As  private  enter- 
prise and  initiative  have  certain  advantages  over  pubhc  institutions 
of  this  kind,  due  to  more  accurate  knowledge^  of  local  conditions 
and  opportunities  and  better  means  of  keeping  in  touch  with  thenij 
the  agents  bv  offering  slight  additional  interest  inducement  may 
secure  enlarged  deposits  for  themselves.  To  applicants  for  loans  the 
agent  may  always  loan  his  ow^n  funds  instead  of  loaning  the  postal 
funds  if  he  desires. 

Note  the  profit  to  existing  banks  in  this  connection,  illustrated  in 
note  under  section  11. 

Section  21  reads  as  follows: 

Sec.  21.  That  in  lieu  of  the  principal  of  amortization  (which  may  be  applied  when 
the  borrower  desireB)  loaua  aecuxed  by  real  estate  or  other  collateral  may  be  made  as 

follows:  •■     p_     Ai.  u 

The  mortgage  or  ofhet  paper  shall  be  drawn  to  secure  any  sum  due  from  the  bor- 
rower not  exceeding  the  amount  named  therein  for  any  time  not  longer  than  the 
longest  time  therein  specified,  the  borrower  thus  being  permitted  to  adjust  the  amount 
of  his  ktftn        tiaae  to  time  according  to  his  needs  and  opportunities* 

Under  this  plan,  while  the  borrower  would  naturally  make  applica- 
tion for  the  largest  loan  which  the  pledged  property  would  be  suffi- 
dent  to  secure,  his  certificate,  being  passed,  he  would  actually  borrow 
not  the  most  but  the  least  sum  that  would  serve  him,  and  only  as  it 
was  actually  needed,  and  would  repay  it  as  fast  as  he  could,  so  as  to 
stop  interest,  knowing  that  he  could  at  any  time  borrow  again  if  he 
should  have  need  or  find  profitable  use  for  the  money.  This  elasticity 
of  loai^  would  be  <rf  alim^t  incalculable  value  to  the  borrowers,  to 
the  bank,  and  to  the  community,  stimulating  ^terprise,  thrift, 
economv,  providence,  and  would  certainly  be  more  desirable  than 
irondad  unalterable  amortization  loans. 

Section  22  is  as  foUowa: 

Sec.  22.  That  the  Industrial  Savings  Board  shall  test  the  safety  and  practicaMIitjr 
of  making  small  and  short-time  loans  to  formers  and  other  producers  m  manner  as 
follows,  and  in  accordance  wMi  such  other  r^^ulaticnis  as  may  be  extended  to  maxiy 

or  all  other  counties: 

(a)  After  the  total  balance  of  deposits  in  the  postal  savings  bank  shall  have  reached 
the  sum  of  not  less  than  $1,000,000,000.  ^  .       tt  •  ^ 

(b)  The  board  shall  select  not  to  exceed  ten  counties  in  vanous  parts  of  the  United 
States  to  make  trial  for  a  period  of  not  less  than  one  A'ear,  after  which  time,  if  in  the 
omnion  of  the  board  the  plan  m  succeaaful,  the  method  may  be  ^tended  to  ngiauy  or 
another  counties. 
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(c)  All  persons  desiring  to  borrow,  without  collateral  security,  any  sum  not  to^exceed 
$500  for  a  time  not  to  exceed  one  year  each,  shall  make  a  statement  ebowing  the 
amount  of  his  assets  and  liabilities  with  their  nature,  in  form  and  manner  specified  by 
the  board,  the  amount  of  the  loan  desired,  its  length  of  1  ime,  and  the  purpose  for  which 
it  is  to  be  used,  in  accordance  with  this  act,  which  statement  shall  be  attached  to 
the  applicant's  negotiable  note.  . 

(d)  These  applications  shall  be  referred  for  approval  or  rejection  to  a  committee  of 


the  county  holding  reiristered  certificates  m  manner  pro\-i< 
allowed  must  be  approved  by  not  less  than  tAvo-thirds  of  the  weight  of  vote  of  each 
committee  and  also  approved  by  one  or  more  experts  appointed  by  the  Industrial 
Saving  Board. 

(e)  THie  two  said  committees  to  be  elected  in  inanner  as  follows:  The  postrnaster  to 
prepare  printed  ballots  and  send  the  same  with  return  envelope  to  each  applicant  for 
loan,  and  to  each  depositor  in  the  county  bank  of  issue  and^  redemption  ha-^dng  then, 
and  three  montlis  previously,  outstanding  registered  certificates  of  deposit.  "Each 
such  elector,  applicant,  or  depositor,  shall  be  entitled  to  three  votes,  wnich  he  may 
cast  for  three,  two,  or  one  persons  or  person  of  his  choice.  The  person  or  persons  so 
chosen,  each  having  weight  of  vote  according  to  the  number  of  votes  by  which  he  is 
chosen,  shall  upon  notice  of  the  postmaster  meet  and  choose  three  of  their  number  to 
act  as  the  committee,  such  electors  balloting  repeatedly  as  may  be  necessary  to  reduce 
the  number  to  three.  The  committee  havuu:  been  thus  elected,  each  member  shall 
have  weight  of  vole  according  to  the  eomulfitive  nxunb^  ol  votes  by  whidi.  he  is 
chosen. 

(f)  The  members  of  the  committee  chosen  shall  have  compensation  for  Ber\ices  m 
passing  on  loans  at  the  rate  of  20  cents  an  hour,  the  time  to  be  approved  by  the 
county  seat  postmaster. 

(g)  Applicants  whose  loans  are  accepted  shall  give  the  bank  negotiable  notes  for 
the  amounts  and  time  approved,  the  same  to  be  discounted  by  the  bank  at  10  per 
centum  per  anmun,  the  applicant  being  given  the  proceeds  less  liis  pro  rata  of  all 
expense  of  passing  on  the  loans.  After  the  end  of  one  year,  when  all  of  the  loans  shall 
have  mattu*ed,  any  profits  to  the  bank  on  ihe  total  of  the  loans  in  excess  of  5  p&t  centum 
per  annum  shali  be  paid  as  provided  by  the  board  in  rebate  to  those  whose  loans  shall 
have  been  promptly  and  fully  paid,  so  that  the  net  cost  of  tlie  1  tan  to  the  borrower 
may  poaaibly  be  reduced  to  appro;simately  the  same  as  the  interest  rate  on  secured 
loans.  , 

(h)  If  after  ample  test  such  method  of  loaning  is  found  safe  and  profitable  the 
amount  to  be  loaned  to  each  applicant  may  be  increased  beyond  $500,  the  increase 
to  be  uniform  throughout  the  United  States  and  not  to  exceed  $1,000.  If  some 
counties  prove  to  be  habitually  unprolitable  while  other  counties  prove  habitually 
profitable,  the  board  may  withhold,  temporarily,  or  longer,  permission  to  make  such 
loans  from  the  unprofitable  couhties. 

This  section,  as  it  specifies,  is  intended  to  be  tentative  and  experi- 
mental. It  is  believed  that  generally  tliroughout  the  United  States 
practically  all  deserving  wants  of  borrowers  will  be  amply  taken  care 
of  under  sections  10  and  11.  But  the  possibility  of  use  being  made 
of  this  section  will  have  a  healthy  influence  on  banks  acting  as  loan 
agents  under  said  sections,  and  this  plan  of  passing  on  loans,  the 
depositors  approving  or  rejecting,  the  borrowers  assuming  limited 
mutual  responsibility,  may  in  time  be  ext^ded  to  real  estate  and 
other  secured  loans. 

Sec.  23.  That  conuoercial  and  savings  banks  may  make  deposits  in  and  draw  upon 
county  banks  of  issue  and  redemption  to  such  extent  as  saia  county  banks  may  be 
able  conveniently  to  serve  them,  hut  may,  without  iimitiition,  deal  direct  with  the 
district  banks  and  national  central  bank  as  per  regulations  of  Industrial  Savings 
Board,  and  certificates  of  deposit  in  the  postsU  savii^  bank  may  be  counted  as  part 
of  the  legal  reserve  of  all  depositiiig  banks. 

If  any  banK  should  prefer  to  keep  gold  or  other  form  of  so-called 
money  as  a  reserve,  it  can  do  so;  if  such  other  form  of  reserve  than 
certificates  of  the  postal  ban^v  make  it  any  stronger,  then  it  will  have 
what  advantage  there  may  be  in  the  increased  strength.  Certificates 
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of  deposit  in  the  postal  bank  are  not  legal  tender,  but  Mch  is  ft 
tified  check,  certified  hv  the  United  States  Government,  and  is  good 
anywhere.  Certified  checks  of  banks  are  not  legal  tendCT,  but  do 
they  not  sen^e  amply  e\  erv  commercial  want  racept  in  rare  technical 
legal  quibbles  ?  If  what  is  offered  is  good— as  gold  is  reeognizcd  fts 
good  even  when  not  coined  -  it  does  not  need  to  be  legal  tend^-.  If 
It  is  not  good— accepted  by  custom— it  is  at  best  a  promise  and  com- 
monly in  some  measOTe  a  deception,  and  in  the  end  the  man  who 
labors  is  the  man  who  loses  most  by  the  fraud.  Of  coinrse,  the  law 
of  the  inviolability  of  contract  will  continue,  and  the  debtor  must 
alwavs  make  good  according  to  hLs  contract,  whether  it  is  formal  or 
bv  iniplication.  Postal  bank  deposits  will  always  be  good  while 
the  United  States  Government  is  good.  This  is  perfect  guaranty  of 
deposits. 

Sec.  24,  That  the  board  shall  cause  to  he  prepared  and  printed  for  the  general 
public  simple  tables  showing  the  value  of  $10  or  larger  sums  at  compounded 
for  days,  months,  and  years  at  various  rates  of  interest,  sudi  aa  wflU  be  iiserol  to 
depontors. 

This  will  be  a  matter  so  simple  that  any  intelligent  person  can 
know  the  vahie  of  the  certificates  he  owns.  What  are  the  net  earn- 
ings of  the  postal  bank  will  quickly  be  known,  will  be  steadily  the 
same,  or  only  slightly  or  gradually  varying  from  month  to  month, 
and  will  be  published  daily  in  papers  and  periodicals. 

Of  course,  it  will  be  the  smaller  certificates,  $5  and  less,  which  do 
not  on  their  face  bear  interest  and  are  always  worth  par  which  will 
mainly  pass  from  hand  to  hand.  Larger  interest-bearing  certificates 
will  pass  principally  in  the  same  manner  as  the  ownership  of  United 
States  bonds  passes,  the  maiket  value  of  which  is  known  every  day. 

Sec  25.  That  needless  and  expensive  records  arid  statistics  shall  be  avoided,  but 
the  board  shall  pro\'ide  for  such  as  may  materially  serve  the  mtereste  of  depositors 
and  enable  the  board  to  annually  report  to  Congrees  such  information  and  recom- 
mendations as  may  be  of  service  to  Congrees.  .    .i.  i_  • 

Sbg.  26.  That  to  the  extent  that  the  mails  shall  be  used  m  facilitating  the  business 
of  the  VOB^  Havings  bank,  either  by  the  bank  itself  or  by  its  patrons,  the  board  shall 
pro\adespecial  stamps  for  free  use  of  the  mails,  keeping  records  so  that  approxunately 
the  actual  cost  of  such  postal  service  shall  be  paid  by  the  postal  savings  bank  to  the 
Post  Ofl&ce  Department. 

These  provisions  are  matters  of  simple  sense  and  justice,  and 
encourage  the  most  liberal  use  of  the  postal  bank.  Such  use  will  be 
principally  local,  or  within  the  county,  and  tbe  actual  cost  of  service 
for  each  transaction  nearly  infinitesimal;  but  whatever  the  cost  is 
it  will  be  paid  bv  the  bank  at  the  expense  of  the  beneficiaries,  the 
depositors,  and  ^borrowers,  and  not  of  the  taxpayers  in  general. 
Tius  principle  is  maintained  throughout  the  measure. 

Sbc  27  That  the  sum  of  $1,000,000  is  hereby  appropriated  for  any  necessary  ex- 
pense* in  the  discretion  of  the  board,  in  the  rapid  development  of  the  postal  savings 
bank  the  sum  used  to  be  considered  only  bb  an  advance  and  to  be  repaid  to  the 
lu-v,  with  interest  thereon  at  3  per  centum  per  annum  frcm  the  profits  ^  w  postal 
savings  bank,  which  is  to  be  iMde  self-sustaimng  wi^ww*  subady  or  t/Sm  dnige 

acainflt  taxpayers,  ,         ,  j      t  *u 

Sbc  28  That  all  pro^'ision8  of  an  act  to  establish  postal  savings,  and  so  torth,  ap- 
proved June  25,  1910,  and  of  amendments  thereto  not  inconsistent  \nth  this  present 
act  shall  continue  in  force,  and  all  other  provisions  are  hereby  modifiea  OT  repealed, 
as  are  all  other  acts  of  OongresB  inconswtent  herewitii. 

This  section  explains  itself.  It  continues  the  present  postal 
saviiigs  law  except  as  changed  by  this  act. 
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Sbc.  29.  That  to  tbe  extent  tint  certificateB  of  dfiposit  in  postal  savings  hanks 
crowd  ont  of  use  forms  of  paper  money  now  in  use,  causing  the  depreciation  of  the 
market  price  of  bonds  of  the  United  States  used  to  secure  their  circulation  ]>elow 
par,  the  Treasurer  of  the  United  States  shall  purchafie  or  redeem  such  bonds  at  par 
M^]^,  80  br  as  may  be  neceasBiy  to  do  so,  oih«r  b«dB  U  ^  United  Stitos  beaoii^ 
]^fl^  nto  «f  lirtttert  tad  aMdEstdte 

This  provision  also  is  a  matter  of  simple  justice  to  bankers  who 
have  invested  in  such  bonds  because  of  the  currency  advantages 
they  gave.  The  United  States  received  par  for  the  bonds,  and  the 
consideration  of  their  use  having  in  part  terminated,  the  Govern- 
ment should  pay  par  for  them. 

Senator  Sterling.  In  section  23  you  provide  for  the  county  banks 
and  for  commercial  and  savings  banks,  and  that  commercial  and 
savings  banks  may  make  deposits  in  and  draw  upon  coimty  banks 
of  issue  and  redemption,  etc.  What  do  you  mean  by  'county 
banks 

Senator  Sheppard,  That  is  the  county  postal  savmgs  bank  located 
at  each  county  seat,  or  if  that  is  not  an  important  center,  then  the 
important  commercial  center  of  the  county.  In  other  words,  the 
central  bank  for  the  county. 

That  concludes  a  description  of  the  bill. 

Senator  Dial.  Suppose  the  Government  bond  does  not  bring  par, 
the  Government  has  to  pay  par  anyway  ? 

Mr.  Alden.  That  is  intended  to  refer  particularly  to  some  2  per 
cent  bonds  that  are  now  outstanding  and  possibly  those  would  no 
longer  be  useful  to  bankers.  I  do  not  say  that  they  would  not;  I 
think  perhaps  they  would.  If  so,  and  they  should  depreciate  in 
value  on  the  market,  the  Government  should  redeem  those  at  par. 

Senator  Sheppard.    Permit  me  to  add  this  closing  statement: 

Never  have  justice,  patriotism,  necessity,  and  business  sense 
united  more  emphatically  than  in  this  measure.  It  establishes  a 
new  and  immense  reservoir  of  capital  on  which  all  people  and  all 
institutions  possessing  requisite  security  may  draw  on  terms  of  exact 
equality — a  reservoir  from  which  fresh  streams  of  credit  will  issue 
to  expand  and  multiply  the  channels  of  production,  manufacture, 
and  distribution.  The  element  of  personal  rivalry  will  not  be  known. 
A  man,  although  he  may  offer  perfect  security,  will  not  be  told  at  the 
postal  bank  that  he  can  not  be  accornmodated,  because  he  has  not 
been  depositing  there.  That  is  frequently  done  in  the  commercial 
banks.  I  had  a  banker  decline  to  lend  me  money  a  year  or  two  ago 
because  I  had  been  a  depositor  in  the  other  bank. 

A  man  will  not  be  told  that  he  can  not  be  accommodated  because 
he  does  not  belong  to  a  certain  business  clique.  The  fact  that  this 
tremendous  volume  of  credit  is  loanable  at  not  more  than  5  per  cent 
will  bring  down  and  regulate  interest  charged  everywhere.  It  will 
mean  the  economic  independence  of  the  American  masses.  The 
American  people  possess  tne  means  of  creating  this  beneficent  insti- 
tution.   They  should  demand  its  immediate  erection. 

Unshackle  the  postal  savings  bank.  Let  the  people's  bank  serve 
the  people.   Mobilize  the  dollar  as  well  as  the  man. 

Senator  Stbslotg.  la  that  all  you  iukve  to  present,  Senator  Shep- 
pard? 

Senator  Sheppard.  That  is  all.  We  are  anxious  to  get  the  bill 
bdfoi^  the  conanittea,       whm  you  liave  these  hearings  in  printed 
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form  before  you,  it  will  give  you  an  idea  of  the  measure.  We  cer- 
tainly are  very  grateful  to  you  for  your  patience  and  attention  to-day, 

Mr.  Au>BN,  I  Join  heartily  in  that  statement,  Mr.  Chairman. 

Senator  Stebling.  I  believe  something  was  said  about  the  Post 
Office  Department  having  had  this  matter  under  considwation*  Has 
there  been  a  report  rendered  by  that  department  i 

Senator  Sheppabd.  I  believe  there  was  a  report  sent  to  your  com- 
mittee, I  would  ask  that  that  report  be  incorporated  in  these  hear- 
mgs,  so  we  vnXL  be  able  to  have  b^ore  us  the  tenden^  the  depmrt- 
ment  in  respect  to  this  matter. 

Senator  SrEaEtLma.  well.  The  reports  wUl  iBoorporate  that 
m  the  hearings. 

(The  report  ref^red  to  is  as  f<^ws:) 

Poffmi  Savinos  Systbm, 

THQKD  A88ISCANT  POSTMASTER  GENERAL, 

Hon.  Charles  E.  Townsend, 

Chairman  Committee  on  Post  Offices  and  Post  Roadsy  Washington^  D.  C. 

My  Dear  Senator  Townsend:  Your  commimication  of  the  24th  ultimo,  addressed 
to  the  Postmaster  General,  has  been  referred  to  me  for  reply,  and  I  am  presenting 
herein  my  views  on  the  merits  of  Senate  biU  1677. 

(1)  The  bill  not  only  proposes  a  sTs-eeping  change  in  the  policy  and  administration 
of  the  postal  sa-sdngs  system  but  affects  in  important  respects  the  general  banking 
organization  of  the  country.    I  shall  only  point  out  and  discuss  the  more  salient 

features  of  the  bill.  . 

(2)  An  "Industrial  Savings  Board"  to  be  composed  of  the  10  membm  of  the  Cabi- 
net, who  are  to  serve  in  an  ex-officio  capacity  is  pro\ided  for.  The  board  of  trustees 
of  the  Postal  Savings  System  as  oi^anized  under  the  act  of  June  25,  1910  (known  as 
the  organic  postal  sa^ing8  act),  is  made  up  of  the  Postmaster, General,  the  Secretary 
of  the  Treasury,  and  the  Attomej^  General,  and  their  powers  are  dearly  presczibed 
by  statnte.  The  proposed  board  is  given  unusually  large  discretionary  powers.  It 
would  have  been  better,  in  my  jnc^eat,  if  such  powers  had  hem  mm  ebaiply 
defined  in  the  bill. 

(3)  The  Industrial  Savings  Board  is  to  take  over  "the  existing  postal  savings  bank, 
the  details  of  its  administration  to  continue  in  connection  with  the  post  oflBces  throng 
out  the  Gouiitry  under  &e  direct  BUpervifiion  of  the  Postmaster  General  acting  for  the 
board."  AU  hndtations  on  the  amount  of  deposits  are  to  be  removed.  In  this  con- 
nection, it  will  be  recalled  that  the  act  of  June  25,  1910,  fixed  $500  as  the  maximum 
balance  a  depositor  could  have  to  his  credit.  This  amount  was  increased  by  statute 
to  $1,000  on  May  18,  1916,  and  to  $2,500  on  July  2,  1918.  The  latter  figure  meets  all 
reasonable  demands  at  tJus  time. 

(4)  Section  7  of  the  Mil  provides  that  not  to  exceed  25  per  cent  of  the  posta-l  savings 
deposits  which  are  now  or  may  hereafter  be  deposited  in  the  postal  savings  bank" 
may,  in  the  discretion  of  the  Industrial  Savings  Board,  be  invested  in  bonds  of  the 
United  States.   The  bonds  are  to  be  bought  or  sold  at  the  most  advantageous  market 

8 rices.  In  times  of  war  bond  pnxchafles  may  run  up  to  90  per  cent  of  the  deposits. 
[0  othOT  bond  investments  are  provided  for.  The  present  statutes  require  that 
S  per  cent  of  all  deposits  shall  be  held  in  the  United  States  Treasury  as  a  reserve  and 
that  the  balance  shall  be  placed  in  local  banks  which  qualify  to  receive  them.  The 
President  may,  when  the  general  welfare  and  interests  of  the  United  States  so  require, 
direct  the  board  of  trustees  to  invest  all  or  any  of  the  postal  savings  funds,  except  the 
leoerve  fond  of  5  per  cent,  in  bonds  or  other  securities  of  the  United  States.  The 
feasons  which  led  the  framers  of  the  original  postal  aavingB  act  to  direct  the  depoat 
of  funds  in  local  banks  will  be  discussed  later. 

(5)  Section  8  provides  that  *'with  the  exception  of  u  working  reserve,"  amount  to 
be  determined  by  the  board,  the  balance  of  the  funds  shall  be  loaned  at  the  "hi^iest 
obtainable  rate  of  interest  not  exceeding  5  per  centum  per  anniun  on  wlmt,  in  the  dis- 
cretion of  the  Industrial  Savings  Board,  is  considered  as  adequate  security."  Prefer- 
ence will  be  {^ven  to  small  aiui  short-time  loans  secured  by  readily  marketable  col- 
lateral. 

(6)  Section  10  authorizes  the  loaning  of  not  exceeding  50  per  cait  of  fJie  depoeatB 
**in  hand  at  any  time"  on  unincumbered  real  estate.  Such  loans  may  be  made 
"through  any  national  bank  or  other  incorporated  bank  or  corporation  whose  business 
k  dealii^  in  oi  guaiaateeiiur  reid-estate  ma^tpges  "  and  which  are  subject  to  national 


87 


or  State  examination  and  control.  These  institutions  are  to  guarantee  the  prompt 
payment  of  principal  and  interest,  and  may  receive  a  commission  of  5  per  cent  of 
tiie  interest  paid  on  loans  for  so  doing. 

(7)  Secti(m  11  penoits  personal  loans  not  to  exceed  $1,000  eadi,  wbi<ii  may  run  for 
not  more  than  one  year,  provided  they  be  guaranteed  in  the  same  manner  as  loans 
named  in  section  10.  A  commission  of  5  per  cent  on  interest  received  on  personal 
loans  may  be  allowed  the  guarantor. 

(8)  Section  22  empowers  the  Industrial  Savii^  Board  to  test  the  safety  and  practicar 
bOity  of  tniklriTig  small  md  short-time  loans  to  mrmers  and  other  producers,  when  the 
balance  due  postat-aavings  depositors  shall  have  reached  $1,000,000,000.  A  detailed 
plan  for  handling  such  loans  is  outlined,  including  the  approval  or  rejection  of  loans 
by  commissions  elected  by  the  applicants  for  loans  and  by  the  postal-savings  depositors 
holding  roistered  certificates. 

(9)  Thus  it  will  be  B&m  that  all  preemt  and  future  postateavings  deposits,  exc^t 
an  undetermined  worl^g  balance,  are  to  be  put  out  in  various  loans  and  invest- 
ments. This  means  that  depositary  banks  numbering  over  5,000,  which  have  ex- 
pended millions  of  dollars  for  State,  municiapl,  and  Government  bonds  to  secure 
postal-savings  deposits,  must  siurender  the  deposits  and  be  left  tcith  depreciated 
cdUateral  on  tiieir  lumds.  But  a  mote  formidaDle  objecti(m  arises.  Poatal-flavingB 
deposits  are  by  law  withdrawable  on  demand,  and  the  bill  under  consideration  makes 
too  change  in  this  respect.  The  Post  Office  Department  must,  therefore,  be  prepared 
always  to  meet  any  and  all  demands  for  withdrawaL  This  would  be  impoosible  were 
funds  loaned  as  required  in  the  bill. 

(10)  Section  12  providee  for  Uie  issuance  to  deporitorB  dt  '^oertificatea  ci  deposit" 
as  evidence  of  the  Government's  indebtedness  to  th^.  !Mndpal  and  interest, 
compounded  semiannually,  will  be  paid  on  surrender  of  the  certificates.  No  rate  of 
interest  is  named  in  the  bill  and  no  authority  is  conferred  for  fixing  a  rate.  If  the 
omission  is  not  an  oversight,  it  was  probably  intended  to  continue  the  present  rate  of 
2  per  cent  undea*  tiie  reeervaticms  A  section  28.  The  ceitificateB  may  be  made  out 
in  Hie  name  of  the  depositor  or  in  blank.  If  no  name  is  written  in  the  certificate, 
payment  shall  be  to  bearer.  The  certificates  are  issued  as  from  Washington,  D.  C, 
and  payable  here,  but  procurable  or  cashable  through  any  post  office  or  authorized 
bank."  An  additional  form  or  certificate  of  deposit  ''shall  be  a  re^tered  certificate  " 
Issued  in  multiples  of  $100. 

(11)  '*  These  certificates  (meaning  all  cestificates)  shall  not  be  legal  tender  nor  m 
any  way  indicated  as '  money, '  but  may  pass  from  hand  to  hand  by  mutual  agreemcDt, 
as  is  done  in  the  case  of  'certified '  or  other  bank  checks." 

(12)  The  bill  proposes,  therefore,  the  issuance  of  an  indeterminate  amount  of 
interest-baring  obligations  which  may  circulate  as  cunency,  since  the  Qovenuaent 
iB  obligated  to  redeem  ^em.  These  certificates  will  range  in  fixed  denominatjona 
from  $1  to  91,000,  and  are  to  be  placed  on  sale  at  all  post  offices.  Such  a  pc^oaitloQ, 
in  my  judgment,  is  impossible  from  a  sound  financial  viewpoint. 

(13)  The  form  of  the  ^ '  certificate  of  deposit "  is  set  forth  in  detail,  leaving  no  latitude 
for  administrative  discretion.  The  matter  of  evidencing  depositB  was  a  very  per- 
plexing one  in  the  early  days  of  poatal  saving.  The  act  of  June  25, 1910,  authorized 
the  use  of  a  pass  book  or  other  device  or  devices  in  lieu  of  a  pass  book."  Postmaster 
General  Hitchcock  appointed  a  committee  to  inquire  into  the  merits  of  several  de\'ices 
whose  adoption  was  urged  by  their  promoters.  A  most  careful  study  of  the  subject 
was  made  with  the  result  that  the  present  system  of  d^ominational  certificates  was 
adopted  as  the  eafeat  and  most  eoonomicaL  The  United  States  Bureau  of  Efficiencj^ 
-which  recently  gave  the  subject  of  a  change  in  the  meOiod  of  evidencing  deposits 
careful  consideration,  could  offer  no  desirame  substitute.  Mr.  Charles  Hall  Davis, 
of  Petersburg,  Va.,  the  inventor  of  a  patented  device  for  evidencing  deposits,  has 
been  very  persistent  in  the  effort  to  get  his  device  adopted.  He  presented  it  to  the 
ocoomittee  D^oti^  referred  to  and  has  abce  urged  it  upon  the  diS^nt  supervisory 
nSRcm  ai  the  Postal  Savings  System.  He  has  also  sought  congressional  support. 
Former  Congressman  Howard  of  (jeorgia  introduced  a  bill  on  April  2,  1917  (H.  R.  154), 
looking  to  the  reorganization  of  Postal  Savings,  which  so  completely  described  the 
Davis  device  that  passage  would  have  placed  the  Post  Office  Department  at  the 
mercy  of  I3ie  inventor.  Tbe  bUl  under  considecalaon  ccmtains  some  spedficatioiis 
x^^iarding  the  "cttlificates  of  deposit"  that  might  infringe  upon  the  rights  of  private 
patentees.    It  would  be  entirely  unwise  for  Congress  to  require  the  adoption  of  any 

£ articular  device  which  might  entail  unwarranted  expense  or  involve  the  Post  Office 
department  in  litigation. 

(14)  Aulliorizing  the  payment  <tf  certificates  of  deposit  at  any  imt  (ffice  would 
oomiuetely  break  down  our  syrtem  of  identification,  wnich  has  patoved  ci  inestimable 
value  to  the  QaTqwnttent  M  mtM  m  to  dqyoatoa^  and  tbgoir  eipm  tha  dooc  to  irands 
aiid  losses. 
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,  (15)  We  m  vmm^g  and  paying  miUioM  cl  oortificates  annually.  More  than  80  per 
cent  of  ^  totiJ  postal  savings  deposits  are  owned  by  foreign-bom  citizens,  chiefly  of 
the  laboring  classes.  Thousands  of  them  can  neither  speak  English  nor  sigu^^eir 
names  legibly.  This  necessitated  the  working  out  of  a  complete  system  for  identifying 
depositors.  A  card  is  kept  for  each  depositor  at  the  post  office  wto»  his  account  is 
opened  and  upon  it  appeals,  in  addition  to  his  signature,  answeie  to  a  list  of  personal 
questions  sucn  as  age,  place  of  birth,  occupation,  christian  names  of  father  and  mother, 
etc.  It  is  impossible  for  post-office  clerks  in  large  cities  to  personally  identify  deposi- 
tors and  when  withdrawal  is  attempted  by  an  unknown  party  the  postal  clerk,  by 
requiring  a  repetition  of  identification  questions,  determines  whether  he  is  the  larue 
depositor  of  an  impostor.  Of  coivse,  no  id«nt^k»tion  would  ho  posnhie  if  viflidrawal 
irore  made  at  an  office  other  than  the  one  where  the  account  was  opened.  Repre- 
sentatives of  the  sa^-ings  bank  section  of  the  American  Bankers  Association  who  have 
looked  into  our  system  of  identification  pronounce  it  the  most  complete  known.  But 
f.  still  h^her  testimonial  lies  in  the  fact  that  no  postal  savings  depositor  has  evw  lost 
a  cent  on  account    wrong  payment,  ,    i  ■  * 

(16)  The  Post  Office  Department  is  constantly  called  upon  by  depositors  to  duplicate 
their  certificates  which  have  been  lost  or  stolen.  This  is  done  in  perfect  safety  through 
our  system  of  identification  by  stopping  payment  of  originals  at  the  office  of  issue. 
No  provision  is  made  in  this  bill  for  meeting  such  accidents,  nor  is  any  possible  whm 
c^tificates  pass  from  hand  to  hand  and  are  payaWe  anywheve.  So  the  unfortunate 
tebsfw  wlio  feses  his  cnlifieate  <4  d^o^ 

had  lost  currency. 

(17)  Section  13  authorizes  the  Secretary  of  the  Treasury  "to  deposit  any  money  in 
the  Treasury,  in  the  postal  savings  bank  *  *  ♦  as  he  does  in  other  banks  of  depoat, 
and  shall  so  far  as  practicable  to  do  so,  make  didi>wn9smenta  fiom  the  Treasury  in  the 
fom  of  certificates  of  deposit  in  the  postal  savings  bank,  provided  this  method  is 
acceptable  to  payee . "  Section  14  empowers '  *  all  banks  in  the  United  States  to  deposit 
their  funds  in  the  postal  savings  bank,  and  certificates  of  deposit  issued  therefor  may 
be  counted  as  part  of  their  legal  reserve. "  These  sections  will  be  of  particular  interest 
to  the  Treasury  Department  and  state  banking  oomatisricwears.  ,    tt  '4.  j 

(18)  Secdon  18  lequires  that  "at  the  county  seat  of  every  county  m  the  United 
States  "  *  *  *  and  in  sudh  other  cities  as  the  Industrial  Savings  Board  may 
Belect,'post  offices  shall  be  designated  bythe  Industrial  Savings Boaid  as  postal  savings 

banks  of  issue  and  redemption.  ,    «  .    ,  r.^  ^     -ir      .x  ^ 

(19)  There  are  approximately  3,000  counties  in  the  Umted  States.  Many  of  iMpott 
offices  at  county  sea^  aie  of  the  foitrth  ekss^  with  no  adequate  protection  for  any  con- 
siderable amooBl  oi  hmds.   The  impracticability  of  desigmrthmsiieh  officer  postal 

banks  for  the  purposes  of  this  bill  is  at  once  apparent. 

(20)  County-seat  banks  will  be  required  to  issue  aad  record  certificates  of  depoat 
in  exchange  for  bankable  funds  "and  may  redeem  the  same,  whether  waed  by  item 
or  by  other  similar  hmkB  of  imo  and  redemption,  either  in  money  or  in  new  cwtifi- 
ctitas  of  depodt,  as  the  applicant  may  derire."  These  banks  are  to  supply  minor 
post  offices  in  their  region  and  letter  carriers  with  facilities  for  doing  postal  sayinp 
business."  Necoasory  security  may  be  required  from  parties  handling  funds  of  the 
hank 

(21)  A  careful  analysis  of  ti»  locdities  that  produce  postal  savings  deposits  shows 
that  the  amount  of  business  done  in  rural  cemmunities  k  idmost  nothing  in  com- 
panson  with  the  volume  done  in  manufacturing  and  mining  centers  where  foreign- 
born  labor  is  largely  employed.  It  would  be  impossible  for  the  average  county-s^t 
post  office  to  redeem  certificates  of  deposit  issued  elsewhere  unless  a  consid^^ 
deposit  was  advanced  to  it  and  again  is  preented  tiift  hek  of  pioteetiM  agaaaet 

(2S)  Section  16  provides  that  the  Industrial  Savings  Board  shall  designate  12  or 
more  districts  covering  the  United  States  and  that  a  district  bank  shall  be  organized 
at  a  central  city  in  each  district  which  shall  act  as  a  clearing  and  reserve  bmk  fgf  Ml 
the  banks  of  issue  and  redemption  (county-seat  bulks)  in  the  district,  maecemBce 
BithnitaBMidreguhitions  of  the  Industrial  Savings  Board."  , 

(23)  Section  17  calls  for  the  oi^anization  at  Washington,  D.  C,  of  a  national  central 
postal  savings  bank,  which  shall  act  as  a  clearing  house  and  reserve  bank  for  the  12 
district  banks  and  which  may  have  direct  dealing  with  and  oversight  of  all  the  coimty 
banks  of  issue  and  redemption.  The  terms  of  sectiora  16  and  17  aio  so  geMMl  tbas 
comment  upon  them  is  impncticaiUe.  ,  . 

(24)  Section  18  provides  that  every  "smaller"  post  office  and  every  letter  earner 
may  keep  on  hand  limited  amounts  of  certificates  of  deposit,  secured  from  the  local 
coimty  banks  of  issue  and  redemption,  to  be  given  ''to  known  appUcants  in  exc^nge 
for  bankable  funds  to  be  forwarded  to  the  coun^  bank.''  Hie  mamt  poifc  msam 


and  letter  carriers  may  also  redeem  certificates  of  deposit  ^^aathwoan conveniently." 
Bonds  for  the  protection  of  the  Government  against  misuse  erf  funds  or  ontaficatee 
may  be  required.  It  will  be  seen,  Ih^^ie,  that  the  plan  is  to  haro  cert^:^  <m 
sale  at  every  post  office.  This  would  be  unwise,  for  the  experience  of  postal  savrngs 
has  clearly  demonstrated  that  there  is  absolutely  no  demand  for  the  service  in  small 
rural  communities.  Moreover,  the  danger  that  would  result  from  having  certificates, 
transferable  by  delivery  and  payable  anywhere^ing  around  mall  country  port 
c^ces  needs  only  to  be  mentioiied  to  be  appredatad* 

(25)  Section  19  runs  as  follows:  ^     ^        .    ,     i   u  m 

-  "That  each  county  bank  of  issue  and  redemption  and  each  district  bank  shall  keep 
in  hand  such  working  balance  as  the  Industrial  Savings  Board  shall  direct,  the  county 
banks  forwarding  any  surplus  to  its  district  bank,  and  the  district  bank  any  suipliu 
to  the  national  central  bank,  and  each  (rf  ssid  banks  shall  make  loans  as  authorized 
by  the  Zndustrial  Savings  Board,  the  county  bank  drawii^  for  funds  when  deemed 
necesBury  on  its  district  bank  and  the  district  bank  d»wmg  on  the  natimai  centra* 
bank  as  the  Industrial  Sa\ing8  Board  may  direct." 

This  section  places  a  very  important  and,  as  I  view  it,  impractical  tadc  up(m  county- 
seat  post  offices,  styled  in  this  biU  "county  banks  of  iMift  and  redemption.  It 
woirid  be  imponible  for  the  postmasters  at  such  offices  to  undertake  the  placing  of 
loans  in  ccwnectkm  with  their  present  duties.  Furthermore,  it  could  not  be  expected 
that  any  considwable  number  of  them  possess  the  businesB  expenence  that  the 
importance  of  the  dutv  calls  for.  -      *  * 

(26)  Section  20  divides  responsibilitv  ior  the  issuance  and  redemption  of  cmncates. 
It  provides  "that  any  existuig  savings  bank  or  other  banks  in  the  Umted  States, 
^wmch  submit  to  satisfactory  examination  and  supervisi<m  of  the  Industrial  Savings 
Board  and  are  found  to  be  in  satisfactorv  standing,  may  be  made  agents  for  the  postal 
saving  bank  to  receive  deposits  and  pay  certificates  '*and  shall  be  allowed  a  com- 
pensation for  such  services  not  to  exceed  5  per  cent  of  the  net  esnun^  of  the  depoats 

which  registeced  certaficates  (only)  are  issued,  which  said  existuag  bank  secu^ 
throu^  its  agency."  Such  an  arrangement  would  lead  to  untold  accounting  dim- 
culties  and  to  a  confliet  of  bMlu«  sujiarviaion  as  disastrow  as  it  would  be 
impracticable.  _  . 

(27)  Section  27  calls  for  the  appropriation  of  $1,000,000  as  an  ad^mce  for  neceessry 
expenses  in  installu^  the  proposed  system.  Tlas  amoont  is  to  be  roomed  to  the 
Treasury,  with  interest,  when  the  profits  of  the  service  so  admit.  The  scope  of  the 
bill  would  at  best  compel  the  employment  of  a  large  corps  of  clerks  m  \\  ashmgton 
and  in  the  field,  entailing  an  entirely  unwarranted  outlay.  The  Postal  Savings 
System  is  now  thoroughly  organized  and  is  conducted  at  a  minimum  of  eq^oise. 
It  meets  every  substantial  demand  of  &e  public. 

(28)  The  bill  concludes  with  the  following  revolutionary  pro\'isions: 

"Sec.  29.  That  to  the  extent  that  certificates  of  deposit  m  postal  savings  banks 
crowd  out  of  use  forms  of  paper  monev  now  in  use,  causing?  the  depreciation  of  the 
market  price  of  bonds  of  the  United  States  used  to  secure  their  drcuJatum  below  mt, 
the  Treasurer  of  the  United  States  shall  purchase  or  redeem  such  bonds  of  me  United 
States  bearing  higher  rate  of  interest  and  marketable  at  or  abov  e  par . " 

(29)  The  debates  in  Congress,  when  the  organic  postal  savings  act  was  under  con- 
sideration, indicate  a  fixed  determination  that  deposits  should  be  so  d^oeed  of  that 
certain  sections  of  the  country  would  not  be  drained  to  the  advantage  of  layoredm<mey 
centers.  The  end  desired  was  plain,  but  a  practical  solution  was  difficult,  nnaily, 
it  was  decided  that  all  postal  savings  funds,  except  a  5  per  cent  reserve  for  emergency 
purposes,  shall  be  deposited  at  interest  in  banks,  which  qualif>'  to  accept  them,  m 
the  verv  localities  where  the  funds  oricjinate.  This  solution  made  postal^ 
possible"  at  the  time.  Its  fairness  has  found  favor  everywhere  and  its  practicumty 
hati  been  thoroughly  tested*  IWs  hill  would  entirely  defeat  the  ptmaple  ci  locaUzn^ 
deposits. 

Ymmf^tmr,  ^  ^  ^^^^^^^^ 

Tliird  Aidstanf  Postmaster  OmeraL 

(Following  is  reply  of  John  B*  Alden  to  statement  of  TMfdiLssist^ 
and  Postmaster  General:) 

To  avoid  multiplying  words  and  make  connection  clear  I  number  correspondingly 
tiie  paragraphs  of  Mr.  Dockery's  report  and  of  this  reply: 

(1)  "Sweeping  change."  No  change  that  I  know  <rf  is  proposed  except  as  the 
InduBtrial  Savioa  Act  isboduees  the  demait  of  oc»iq>etition,  for  the  benefit  of  its 
oonftsiBplatod  aSijmjm  tm  mm  ^Imsmbm  e<  mmmy^  aad  of  shmU  or  laige  oonowev 
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(2)  "Large  discretionary  powers."   Treatment  of  depositors  and  of  borrowers  is 

attempted  by  the  law  to  be  minutely,  CMefully,  conservatively  defined,  only  dis- 
cretionary power  being  given  such  as  is  usually  exercised  by  any  bank  board  of  direc- 
tors. There  will  be  no  objection  at  all  to  any  "sharply  defined"  powers  that  will 
benefit  service. 

(3)  "All  reasonable  demands."  Commercial  banks  ludvenaally,  so  far  as  I  know, 
seek  deposits  without  limit  in  amount.  Why  not  the  same  privilege,  if  depositors 
desire,  tor  the  postal  bank?  MiUions  of  thrifty,  patriotic  AmericaoB  want  to  know 
why, 

(4)  "Five  per  cent  of  all  deposits  in  Treasury''  yn&Hmt  interest  iB  Hie  present  law. 
The  proposed  law  puts  25  per  cent  there,  for  flie  use  of  "Uncle  Sam/'  at  8  per  cent 
huB  the  writer  advises)  which  goes  to  depositors,  instead  of  2  per  cent  as  now.  This 
fund  in  the  Treasury  would  rapidly  absorb  the  entire  national  debt,  and  would  almost 
^nmediately  put  at  a  premium  all  bonds  of  the  United  States  now  outstanding  otiier 
^ttan  a  few  2  per  cent  bonds  which  would  be  redeemed  at  par. 

(5)  ^  Highest  obtainable  rate  of  interest,  not  over  5  per  cent."  Why  should  deposi- 
tor's savings  be  loaned  at  2}  per  cent  when  the  market  price  for  money,  yntti  nnques* 
tionable  security,  is  from  twice  to  three  or  five  times  2J  per  cent? 

(6)  "Through  any  national  or  other  bank."  The  entire  funds  of  the  nation  thus 
become,  in  a  most  conservative  way,  one  vast  reservoir,  on  which  any  bank  or  person, 
offering  adequate  security,  may  draw,  into  wMch  any  may  pour  his  sayfaigByWitiii 
certainty  of  availability  when  needed. 

(8)  The  section  here  referred  to  is,  as  it  states,  tentative,  suggestive,  experimental — 
to  encourage  self  help  and  cooperation — incidentally  to  stimulate  existing  banks  to 
liberality  toward  savings  bank  patrons.  This  section  is  not  at  all  essential  to  the 
general  plan  and  eoula  be  ondtted  but  may  possibly  be  exceedingly  hel;^  and 
sorely  can  do  no  harm. 

(9)  "Surrender  deposits — depreciated  collateral  on  hand."  On  the  contrary,  such 
banks  may  increase  their  use  of  postal  bank  money  many  times  over,  the  same  col- 
lateral being  perfectly  good — only  banks  will  have  to  pay  the  market  price  (less  a 
liberal  coninusmon)  instead  of  unjustly  having  it  at  less  ibm  half  mancet  i»ice  as 
now. 

(10)  "Withdrawable  on  demand."  Yes,  almost  the  entire  bankable  funds  of  the  nation 
are  now  *' withdrawable  on  demand"  and  are  never,  in  net  results,  "withdrawn" — 
over  40  billion  dollars  of  such  money  in  existing  banks.  "Tom"  may  "draw"  but 
''Dick  and  Harry,"  all  experience  shows,  put  in  more  than  Tom  takes  out,  so  that 
the  balance  is  practically  always  increasing,  instead  of  being  "withdrawn."  Fur- 
thermore, the  new  forms  of  "Certificates  of  deposit"  are  such  that  "payable  on  de- 
mand" is  practically  only  a  "form  of  words,"  because  the  certificate  itself  will  be 
accepted  by  anybody  the  same  bs  money,  generally  preferred  to  money  because 
safer,  prefened  to  gold  itself  because  it  esma  its  holder  compound  intesm  which 
gold,  or  so-called  money,  does  not. 

(13)  "Latitude  for  administrative  discretion."  If  the  proposed  form  of  certificates 
can  be  improved,  by  all  means  suggest  the  improvement.  Some  are  of  the  opinion 
that  "adminsitrative  discretion"  has  in  the  past  "emasculated"  and  hamstrung" 
the  present  postal-bank  law,  preventing  rather  than  inviting  patronage.  The  pro- 
posed forms  of  certificates,  as  illustrated  under  the  section  describiiig  th^  in  the 
present  hearing,  will  tend  to  approximately  double  the  present  resources  of  all 
bank?  hy  putting  through  the  "turbine"  vast  financial  power  that  now  is  wasted— ^ 
"running  over  the  dam." 

''Might  infringe  rights  of  private  patentees.''  The  writer  will  undertake  to ''  dodge^ 
any  such  danger— but  if  that  is  unavrndable,  perhaps  "Uncle  Sam  is  rich  enough"  to 
buy  the  patent  in  the  interest  of  80,000,000  or  more  postal-bank  patrons. 

(14)  ''System  of  identification."  First,  I  reply:  The  industrial  savings  act  under- 
takes to  serve  80,000,000  or  more  intelligent  Americans  who  don't  need  extra  service 
of  identification,  instead  of  serving  only  a  limited  few  ignorant  foreigners  who  can't 
xead,  write,  or  ^>eak  English,  and  such  millions  of  depositors  will  gladly  "chip  in" 
as  taxpayers  to  educate"  the  ignorant.  If  a  few  need  "guardians,"  why  may  not 
such  guardians  be  appointed — not  everybod}'  subjected  to  needless  annoyance.  Sec- 
ond: The  act  provides  the  protection  and  identification  which  is  the  imiveraal  custom 
with  commercial  banks,  that  of  the  written  signatures  of  depositors  who  want  that 
aervice;  it  goes  further  than  is  customary  with  banks  by  signature  on  the  frwt  6i 
certificates  serving  to  identify  the  indorsement  on  the  back  when  passed. 

(15-16)  All  this  is  abundantly  answered  in  paragraph  14.  Registered  certificates 
of  deposit  are  an  additional  protection  and  convenience  for  those  who  want  them. 
The  "more  than  80  per  cent  foreign  bom"  are  not  so  stupid  as  one  might  infer  from 
their  Iseatment.  Indeed,  we  da  not  fear  to  sell  one  et  tkem  a  Victoanr  bond  without 
&8t  reqnirijag  idenHf]^  aagww  te  sodiimlevaiit  questions  as  ^^Yfhai  .mbB  the 
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maiden  name  of  your  wife's  grandmother? If  one  of  them  loses  a  nickel,  or  possibly 
even  a  $5  national-bank  note  or  $10  Federal  reserve  note,  he  may  have  our  syn^athy 
and  oiu:  free  advice  to  be  more  car^  next  time,  bnt  the  banks  isauing  those  w  ^ 
$10  notes  are  not  called  on  to  "make  good"  his  loBEH^they  are  "m"  that  much  and  «ie 

poor  "das:o"  is  "out."  ,     , ,  ,        .      c    j     i.  u 

(17)  Where  and  why  the  United  Statiis  Treasury  should  deposit  its  funds,  should 
surelv  be  questions  of  profit  and  service  for  the  Treaaury,  and  of  those  with  whom  it 
deals  and  no  su^estions  have  been  made  of  "discrimination"  against  Standard  Oil, 
Wall  Street,  at  oflier  banks.  If  the  postal  savings  bank  earns  and  pays  depositors  4 
p»  cent,  as  it  certainly  would  that,  or  more,  under  present  conditious,  the  Treasury 
would  receiye  that  same  per  cent  on  its  babuce  instead  of  half  that  or  nothing,  as 

has  been  customary.  ^-l  ^ 

(19)  If  there  really  are  some  county  seats  in  the  United  States  too  poor  to  have  need 
of  postal  saviiigs  bank  s^vice— too  poor  to  be  able  to  afford  a  fire  or  biut^lar  proof  safe— 
our  pioposeduiw  of  course  wants  amendment  and  latitude  for  administrative  difi- 
cretwn^  (see  parajrraph  13)  mi<rht  be  enlarged  to  cover  this  condition.  ^ 

(25-26)  ''Untold  accounting  difficulties/'  Is  there  not  something  wrong  with  the 
telescope  or  microscope,  which  ever  it  is,  through  which  these  difficulties  axe  being 
viewedT?  All  these  various  populations  actually  exist  and  are  now,  m  a  way,  being 
served  by  the  post  office— money  orders  are  issued  and  paid,  registered  letters  cared 
for  and  the  industrial  savings  act  simph-  proposes  to  do  more  of  it,  better,  less  ex- 

f nsivelv  and  have  such  accounting  as  is  customary  or  as  intelligent  service  demands.  • 
protest  that  nothing  is  proposed  that  ia,not  ample  and  feasible.   Bank  commissions 
on  loans  made,  or  on  TMstered  certificates  of  deposit  made,  are  certainly  as  smiple 
and  easily  tak^  caie  o{  as  r^iiaterod  IJnited  States  bonds  with  aemiannual  payment 

of  interest.  „  .  i        i  ^  ,  •  j 

(28)  \  laro-e  corps  of  clerks  in  Washmgton. "  They  certainly  would  be  required. 
It  is  \irtually  a  mathematical  certainty  that  an  unshackled  postal  savii^  bank 
would  rapidlv  grow  and  soon  attain  to  magnitude approximatii^,  if  not  exceeding,  the 
combined  national-bank  and  Federal  reserv-e  systems,  far  more  an  ally  ^vlth  them 
than  a  competitor.  Its  field  would  not  be  like  that  of  commercial  banks;  its  work  and 
methods  would  be  iniinitely  less  difficult  and  complicated.  But  its  fortv  to  fifty  bil- 
lions of  deposits  to  rapidly  grow  toward  twice  that  would  waniant  a  large  corps  of 
cl^ks  "  Its  "first  cMef,  second  chief,  and  third  chief,"  its  real  heads  under  the 
general  oversight  and  advice  of  the  President's  Cabinet,  would  of  course  l)e  men 
of  caliber  aiufexperience,  on  a  par  with  the  heads  of  the  Federal  reserve  bank,  and 
such  able  assistants  as  the  immense  magnitude  of  business  would  warrant. 

County  banks  of  issue  and  redemption  would  more  than  doable  the  importance  of 
the  county  post  office,  and  would  warrant  and  demand  better  men  than  political 
%ardliea&— they  should  be,  would  be,  men  of  laro:e  business,  even  bankins:,  experi- 
ence.   The  unshackled  postal  savings  bank  would  be  the  'real  thiog,"  not  the  'make 

beUeve"  we  nowhave.  ^    ,   .    .  «   i^-  i 

(29)  ''Certain  sections  of  the  coimtry  would  not  be  drained.     It  cmamiy  nas 

turned  out  that  way.  .   . ,        ^  *  • 

Note  the  details  of  how  it  works:  A  few  ignorant  timid  people,  mostly  foreigners, 
are  induced  to  part  with  their  savings— assume  for  illustration  the  total  is  $20,000; 
thev  are  allowed  2  per  cent  interest,  only  (market  nrice  for  money  4i  to  7  or  more); 
5  per  cent  of  all,  $1,000,  goes  to  the  Treasury  at  Wa^n^— no  mtereet  on  this— 
Undo  Sam  gets  that  mudi  free;  95  per  cent,  or  $19,000,  is  "divided  up**  ammig  the 
local  banks,  which  pay  2J  per  cent  interest.  ^      „    „  •  * 

And  they  parted  his  garments  [or  the  contents]  among  them."    Hear  again  tbat 
voice  from  Go%otha:  **They  know  not  what  they  do." 

It  is  incredible  that  honorable  bankers  need,  or  want,  to  make  money  that  way. 
Incredible  that  the  hon<«able  Congress  will  allow  the  *'do  "  to  continue. 

"Honesty  is  the  best  policy."  "GodUness  is  profitable"  in  the  economic  sense, 
not  less  than  in  the  religious  sense.  Give  a  square  deal"  to  the  scores  of  miUious 
of  patriotic  AmedcauB,  who  are  entitled  to  the  service  of  an  unshackeled  postal 
sa-vingsbank.  Johh  B.  Ail»«N. 

Senator  Sterling.  If  there  is  nothing  further  to  present,  the  sub- 
committee will  adjourn  at  this  time,  to  meet  again  at  the  call  of  the 
ohairman. 

(Th^^pon,  at  11.45  o'clock  a.  m.,  the  subcommittee  adjourned, 
to  meet  at  the  call  of  the  diakmaii.) 
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